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NATIONAL POLICY AND ISSUES 


GUANCMING RIBAO ON FOREIGN VIEWS OF PRC ECONOMY 
HKO10645 Beijing GUANGMING RIBAO in Chinese 16 Oct 83 p 3 


[Article by Lin Ke [2651 0344] and Liu Songyao [0491 7313 1031j: “Comment 
on Foreign Economis’s" Commentaries on China's Strategic Objectives"] 


[Text] In recent years, foreign economists have studied in many aspects the 
issue of economic development in China, in particular, the strategic goal of 
quadrupling, and have made all kinds of review. No matter whether their 
comments are correct or wrong, these comments are a mirror to China. 


Judging from the comments of foreign economists on China's accomplishing the 
strategic goal of quadrupling its gross industrial and agricultural output 
value by the turn of the century, they can generally be divided into two main 
types: those who hold positive viewpoints and those who hold sceptical 
viewpoints, besides those so-called “comments” which are highly prejudiced, 
subjectively idealistic, and groundless. 


The common ground of those foreign economists who hold positive viewpoints on 
the issue is that they believe that China can accomplish its strategic goal 

of economic development. Their main grounds are: China possesses potential 
resources and technology, the will to transform, and all conditions for rapidly 
developing its economy. However, this is a long and winding road, as well as 
concealing all kinds of unstable factors, such as population growth and its 
demands, planned and economic management efficiency, and agricultural problems. 
(Volfelou) Engels, professor of Frankfurt University, West Germany, and 

John P. (Harter), U.S. economist, hold this viewpoint. 


Those economists who hold positive viewpoints on the issue are represented 

by (White Parkins), professor of Harvard University, United States. He 
believes that it is absolutely possible for China to accomplish the goal of 
quadrupling by the turn of the century. He says, "At present, China's scale 
of industry is fairly large. In 1979, China's scale of industry was generally 
analogous to that of the Soviet Union in 1961, and much stronger than that of 
Japan at that time. China possesses a well-educated labor force which can 
maintain a high accumulation rate and potential for expanding exports. If a 
stable political situation and the practice of importing foreign technology 











bring about advantages, the speed of China's economic growth will not stay low.” 
tiowever, (White Parkins) also says, "If the efficiency of planned and economic 
management is low, and if agriculture cannot go ahead, the advantages which are 
brougit about by the stable political situation and the practice of inporting 
foreign technology will be offset.” (White Parkins): “Faults of Bureavcracy 
Make High Development Speed Impossible,” BUSINESS WEEKLY, 27 April 1961) 


The comments of those economists who hold sceptical viewpoint mainly are: 


First, they believe that the rigid state of China's economic system hinders its 
speed of economic development. For example, a U.S. expert on China, Dock Barnett, 
holds, "China's economic target for the end of this century is unrealistic. It 

is still possible for China to achieve 4 to 5 percent annual growth in the 1980's, 
but China's formulation of quadrupling its [word indistinct] national production 
value by the end of this century is unrealistic. If China is to accomplish this 
target, its economic growth must reach a very high level in the 1990's.” He 
believes, "China's economic policy is a successful one. Its economic growth 

will rise a little in the 1990's, but it will not reach the level mentioned 

in the report.” (Interview with Dock Barnett by a reporter of the CHINA DAILY 
NEWS, New York, 24 October 1982). 


Second, they hold that the backwardness of agriculture, insufficient energy 
resources, and other factors in China hinder ic from accomplishing the strategic 
goal. For example, Giichi Miyasaki, professor of Kyoto University, Japan, 
holds, “The rapid development period of Japan started at an agricultural employment 
rate of 40 percent, but China’s present agricultural employment rate is around 
75 percent. Generally speaking, the higher the agricultural employment rate is, 
the more it will become the main reason limiting the average growth rate.” 
(Gitchi Miyasaki: “China's New Strategy of Economic Development,” MAINICHI 
SHIMBUN, 4 January 1982) Kiyoshi Takase, professor of Takasaki University, 
Japan, holds that "China still has not yet found the way to break free of the 
structural contradiction between low per-capita arable land and agricultural 
labor productivity, which is unable to solve the former situation.” (Kiyoshi 
Takase: “Rational and Economic Construction in Chinese Society,” ASIA monthly 
magazine, No 10, 1982). 


Third, they hold that China lacks the necessary qualified personnel, which thus 
seriously limits its economic development. An economic observation group of the 
' World Bank holds, “The problem of qualified personnel may be an important 
hindrance in China's social and economic development over the nexi 20 years.” 
(The economic observation group of the World Bank: “China: Development of 
Socialist Economy, Chief Report,” June 1981) Alexander Eckstein, U.S. expert 
on China, holds, “Perhaps the resource most lacking in China, or the resource 
which is even more scarce than its arable land and capital, is manpower of a 
high technological standard.” (The joint economic committee of the U.S. Congress: 
"China's Economy After Mao,” Vol 1, Part 1) 


The above-mentioned comments of those economists who hold sceptical viewpoints 
may be summarized as concerning two interrelated issues: one is the issue of 
the rate of economic growth and the other is the issue of the weak sectors in 
China's economy. They believe that these two interrelated issues hinder China 
from accomplishing its strategic goal of quadrupling. But we hold a different 
view. 








l. On the Issue of the Rate of Economic Crowth 


To accomplish the goal of quadrupling the gross industrial and agricultural 
output value by the end of this century means that the annual gross industrial 
and agricultural output value will increase by 7.2 percent on average. Pro- 
ceeding from an historical view, this rate of increase is not -mattainable. 

For example, during the period from 1953 to 1981, the rate of gross industrial 
and agricultural output increase still reached the level of 8.1 percent, though 
it had experienced two serious setbacks, that is, the “great leap forward” and 
the “Cultural Revolution.” During the period of the First 5-Year Plan, in which 
economic development was relatively normal, and in the period from 1963 to 1965, 
after the first economic readjustment, the rate of economic growth was even 
higher than before. 


Proceeding from a world viewpoint, may countries’ gross industrial and agricul- 
tural output value have achieved quadrupling within 20 years or in an even 
shorter time, due to gigantic economic capacities and the rapid advance of 
science and technology in these countries. For example: 


In terms of gross national product, West Germany has achieved quadrupling in 

19 years, from 195 to 1969, an annual increase of 7.8 percent on average. During 
this period, the West German economy experienced the so-called “economic miracle,” 
as well as encountering the attack of economic crisis. The annual average rate 

of increase in China's plan is lower than that. 


Japan has also quadrupled its gross national product in 19 years, from 1961 to 
194), an annual increase of 7.7 percent on average. During this period, Japan's 
economy experienced a high rate of increase as well as “stagflation,” and it 
still has not extricated itself from the difficult situation of “stagflation.” 
The average annual rate of increase in China's plan is also lower than that. 


Furthermore, during the postwar period, some Eastern European countries and 
developing countries have quadrupled their gross internal output value within 
20 years. For example, there are Bulgaria, Romania, and East Germany in Eastern 
Europe, Singapore, Thailand, and South Korea in Asia, Brazil and Mexico in 

Latin America, and so on. 


China's economic development suffered serious setbacks in the past because of 
mistakes in economic work. But this still has not changed the basic fact, that 
is, China's socialist public ownership has already eliminated the basic contradic- 
tion of breaking out of economic crisis. Therefore, only China's economy grows 

at a higher rate and shows vigor in recent years while the capitalist economies 

of the world fall inte the difficult position of so-called “depression.” This 
fact answers one of the questions of those economists who hold sceptical view- 
points. 


2. Om the Issue of Veak Sectors in the Economy 


First is the so-called “backward agriculture” program. We should admit that 
China's agriculture is backward, which is an objective fact. This situation 
mainly manifests itself in low agricultural labor productivity and insufficient 
arable land. But the structural contradiction belief of Kiyoshi Takese, that is, 








that it is difficult for Ghina to cast off the situation of low per-capita arable 
land and low agricultural labor productivity, is incorrect. According to a 

fairly unanimous viewpoint, the orientation of China's agricultural development 
Strategy is: first, the adoption of the agricultural viewpoint in the broad 

sense, that is, we shall not only practice production on the 1.5 billion su of 
arable land and produce more grain and industrial crops, but shall also base 
ourselves on the 10 billion mu of grassiands, mowmtain slopes, and inland 

waters and develop on a full scale forestry, animal nusbandry, fishery, sideline 
production, and industry. Second, we shall carry out the integration of industry 
with agriculture. The main point is to develop commune- and brigade-rw industries 
which need small investment and little energy consumption, end bring quick returns. 
when we develop these industries, we shall not only get the capital for agricul- 
tural modernization, but shall also solve the employment problem cf surplus labor 
in agriculture, so that the population may be evenly distributed throughout the 
country as far as possible. In view of China's agricultural development strategy, 
we may say that we have found the way to cast off the structura‘ contradiction 
belief of Kiyoshi Takese, that is, that it is difficult for China to cast off 

the situation of little arable land and low agricultural labor froductivity. 


Second is the so-called “insufficient energy resources” probiem. The development 
of China's economy is, no doubt, limited to a very large extent by energy 
resources. Sut we still have two ways to break through this limitation. One 

of them is to increase the production of enezgy resources. In the wake of 
exploration of offshore oil fields and the development of inland oil fields, 
China's oil production may increase constantly. As a result of the developmeit 
of coal bases in Shanxi, the production of coal will be increased steadily. 
Energy resources will possibly be increased by 1 percent annually. The other way 
is to reduce energy consumption. China has wasted a lot in utilizing energy 
resources. The work of energy saving in the past was carried out mainly by re- 
adjusting the industrial structure. But the work in future will be done by 
improving management standards and carrying out technological transformation. 
During the past 20-odd years, the average annual coefficient of China's energy 
resources clasticity was above one. If we can reduce the coefficient to 0.5, we 
may quadruple the gross industrial and agricultural output value, under the 
condition of doubling the gross energy resources output value. 


Third is the so-called “lack of qualified personnel” problem. The issue of 
qualified personnel is actually the issue of educational and scientific develop- 
ment. Foreign economists sum up the production competition as the competition 
of science and technology with good grounds. We should admit that the proportion 
of China's education and scientific expenditure in its gross national product 
and its gross national fiscal expenditure not only falls behind that of the 
developed countries but also falls behind that of the developing countries in 
general. This kind of backwardness cannot but be reflected in the economic 
construction. But we must also realize that after W-odd years of hard work, 
China's educational and scientific causes are already in quite good shape, and 
are now proceeding on the right track. In addition, they have experienced a 
cettain degree of development, and present a scene of initial prosperity. In 
order to compensate for the differences in these respects, China will place 
education, and science and technology in a position of priority for a certain 
period. This will bring up a large group of qualified high-level scientific and 
technological personnel, skilled technicians, and qualified economic management 
personnel. 








Ic must be pointed out that China possesses the following factors in accomplishi:g 
the strategic goal by the turm of the century: 


First, a political situation of long-term stability and unity is already present 
in China. Since the 3d Plenary Session of the llth CPC Central Committee, a 
political situation of long-term stability and unity is already present after 
the full-scale determined work of bringing order out of chaos. The core of work 
throughout the state has already been changed onto the track of economic 
construction. At the same time, our understanding of the laws of socialist 
construction is more profound than in the past, and we have accumulated a wealth 
of experience, which greatly strengthens our consciousness and steadfastness 
when carrying out the correct principles. Therefore, we shall be able to handle 
matters in a better way, in accordance with objective economic laws. 


Second, China has already broken the blockades and encirclement, and has stepped 
onto the world stage. This change in the world setup is favorable to China. 

In its socialist construction, China may utilize two types of resources, that is, 
internal and external ressources, and may expand two markets, that is, the internal 
and externa] markets. 


Third, China is practicing economic readjustment and economic reform. The 12th 
CPC National Congress has decided to list a few basic sectors, that is, agricul- 
ture, energy resources and communications, education, and science, as the 
Strategic key points in economic development. The state will centralize the 
necessary funds for the construction of key points. ‘Science and technology are 
the key sectors among them. If the process of production is changed into the 
application of science, science will, in turn, become a factor or function of the 
process of production. If all main proportionate relationships are kept 
relatively in tune with others and the organizational structure of enterprises, 
product structure, and technological structure are relatively rational by the 
turn of the century, we can accomplish the strategic goal of quadrupling the 
gross industrial and agricultura\| output value by that time. 


Fourth, there is an enormous potential power of development within China's 

economy. Pierre (Verdia), a Frenchman, holds that China, unlike any other country, 
bears a large amount of heavy burdens while possessiry distinct potential. He 
said, “We should look at China from the point of view of its potential, as it 

has plenty of ‘room for maneuver.” (Pierre (Verdia): "Will China Become a Great 
Economic Power?” POLITIQUE LNTERNATIONALE, No 13, 1981) 


Of course, we soberly understand that in the process of socialist modernization, 
many kinds of difficulties still exist. Our general attitude is that we never 
deny nor conceal any difficulty but shall struggle against them with our extra- 
ordinary willpower and courage, and create a new situation in socialist mderni- 
zation through our struggle. 


CSO: 4006/79 











NATIONAL POLICY AND ISSUES 


PRC TRADE UNION CONSTITUTION PUBLISHED 
OW251231 Beijing XINHUA Domestic Service in Chinese 0820 GMT 23 Oct 83 


[Text] Beijing, 23 Oct (XINHUA)--The Constitution of the Chinese Trade Unions 
(Adopted by the 10th Chinese National Trade Union Congress on 23 October 1983. 


General Principles 


Chinese trade unions are voluntary mass organizations of the working class, under 
the leadership of the Chinese Communist Party. The principles for union work 
during the new period are: Take the four nmodermizations as the central goal, 
speak for the workers, serve them, safeguard their legitimate rights, intensify 
their ideological, political, cultural and technical education, build a contingent 
of ethical, educated and disciplined workers with lofty aspirations, and give 

full play to the working class’ role as the main force in building a socialist 
material and spiritual civilization. 


Chinese trade unions follow the Chinese Communist Party's programs and lines, 
implement the party's principles and policies, reflect the workers’ wishes and 
requests and, proceeding from their own characteristics as mass organizations, 
do their work actively and independently, and in a responsible manner, and play 
the role of linking the party and workers. 


Chinese trade unions follow and uphold the Constitution and law of the country, 
organize the workers and represent them in participating in the management of 
state and social affairs, and economic and cultural undertakings, mobilize 
workers to take an active part in reform, work hard to achieve better economic 
results, fulfill all state plans, give consideration to the interests of the 
state, collec*ives and workers, encourage healthy trends, suppress evil 
influence, fight against bureaucracy, unhealthy tendencies and criminal and 
other offenses detrimental to the socielist system, and act as the main pillar 
of the people's democratic dictatorship. 


By means of various activities, Chinese trade unions act as schools for communism, 
arming workers with Marxism-Leninism-Mao Zedong Thought and educating them to 
carry forward the working class’ fine traditions, preserve the working class’ true 
qualities, be more united among themselves, resist the inroads of bourgeois and 
other nonproletarian ideas, and become better educated and more knowledgeable 

in science, technology and management. 








Chinese trade unions uphold patriotism, work hard to consolidate the worker- 
peasant alliance and strengthen the great unity of people of all nationalities, 
including compatriots in Taiwan, Hong Kong and Macao and Chinese nationals 
living abroad, in order to bring about a unified, prosperous and powerful 
motherland. 


Chinese trade unions uphold proletarian internationalism, broadly develop 
friendly relations with trade wnion organizations of various countries, 
strengthen Chinese working class’ solidarity with the proletariat throughout 
the world and, by supporting and learning from one another, work together 
with them in opposing imperialism, hegemonism and colonialism, and in safe- 
guarding world peace and enhancing humankind'’s progressive cause. 


Organized in accordance with the principle of integrating industrial and local 
trade unions, Chinese trade unions uphold democratic centralism, take effective 
measures to protect their members’ democratic rights and perfect the systematic 
leadership of trade unions, in order to bring into play the initiatives of both 
local and industrial trade unions. 


Chinese trade unions adhere to the mass line, do everything for the workers, 

rely on them in every respect, carry out activities according to members’ 

wishes and requests, operate democratically and by means of inducement and 
providing guidance, serve workers wholeheartedly and run like a “home from home.” 


Chapter 1. Membership 

Article 1 
Regardless of sex, nationality, occupation or religious belief, any worker who 
is engaged in physical or mental labor, whose main source of sustenance is his 
wage, and who accepts the trade union constitution, is eligible for trade union 
membership. 

Article 2 
To join a trade union, a worker must voluntarily apply for membership. After 
his application is discussed and approved by the trade union group, and after 
it is ratified by the grassroots committee, he will be issued a membership card. 

Article 3 
Members have the following rights: 


l. Te take part in discussione on all problems concerning workers at trade 
union meetings and in trade union publications; 


2. to elect and be elected and to vote; 


3. to criticize any trade union organization and functionary and demand replace- 
ment and recall of law-breaking or derelict trade union functionaries; 





4. to demand that trade union organizations truthfully report their criticisms 
and proposals on state and social life to the proper authorities; 


5. to ask the trade union to give them protection when their legitimate cights 
and interests are encroached upon; and 


6. to take part in trade union activities and to enjoy preferential treatment 
in trade union-sponsored cultural and welfare undertakings. 


Article 4 
Members have the following obligations: 
l. To be educated politically, culturally, scientifically and technically; 


2. to take an active part in democratic management and strive to fulfill produc- 
tion and other tasks; 


3. to abide by the constitution and laws, uphold social and professional ethics 
and observe labor discipline; 


4. to help maintain social order and wage struggles against acts detrimental 
to the state and social interests; 


5. to uphold class fraternity and be good at fostering unity and mutual heip; 
and 


6. to abide by the trade union constitution, carry out trade union resolutions, 
take part in trade union organizational life and pay monthly dues. 


Article 5 


Members are free to withdraw from the trade wnion. To do so, they must personally 
report to the trade union cell. The basic-level council announces the removal 
of their names and takes back their membership cards. 


Members are considered to have voiuntarily withdrawn from the trade union if they 
fail to pay monthly dues for 6 consecutive months without adequate reason, fail 
to take part in trade union organizational life and refuse to mend their ways 
after undergoing education. 


Article 6 


Members failing to implement trade union resolutions and violating the trade 
union constitution will undergo criticism and education. Those involves in 
serious cases of law-breaking and discipline violation will be expelled. 
Expulsion of members will be first discussed at trade wion cells which will 
make recommendations to the basic-level council for a decision which will then 
be reported to the higher-level trade union council for the record. 





Article 7 


Members may retain their membership if they are unable to participate in the 
trade union organizational life for a long period of time because of separation 
from their work posts. They are exempted from paying membership dues during 
this retention pertod. 


Chapter II. Organizational System 
Article 8 
Chinese trade unions practice democratic centralism. Its rain content are: 


lL. Individual members are subordinate to the organization, the minority to the 
majority and the lower-level organizations to the higher-level ones. 


2. All leading trade union organs at all levels are to be elected but not their 
agencies. 


3. The supreme leading organ of trade unions is the National Trade Union Congress 
and the Executive Committee of the All-China Federation of Trade Unions elected 
by the congress. Local trade union leading organs at all levels are the 
coresponding local trade union congresses and the councils of the federations of 
local trade unions elected by these congresses. 


4. Trade union councils at all levels are responsible to general membership 
meetings or meetings or congresses of worker representatives at the same level, 
report to the latter on council work and the financial situation, and accept 
members’ supervision. 


5. Trade union councils at all levels practice the system of both collective 
leadership and division of labor with individual responsibility. All major 
issues must be decided on by trade union councils through democratic discussions. 


6. All leading trade union organs must constantly listen to the opinions of lower 
organizations and members and seriously study and solve the problems raised by 
members. Lower organizations should ask for instructions from higher levels and 
report on the work of lower organizations to the higher levels. 


Article 9 


Election of delegates to trade union congresses and to councils at all levels must 
embody the electors’ will. Lists of candidates must be repeatedly deliberated 

on and fully discussed. All elections are to be conducted by secret ballot. 

No organizations or individuals are allowed to force voters in any way to vote 

for or against anybody. 


Article 10 


Trade union councils at and above the county level may set up their agencies if 
necessary for their work. 








Trade union councils at and above the county level may call meetings of worker 
representatives between two congresses, when deemed necessary, to discuss and 
decide on major problems which need to be solved immediately. The number of 
representatives to these meetings and the method of their selection are to be 
decided on by the trade union councils calling such meetings. 


Article ll 


Chinese trade unions follow the principle of integrating the organizational 
leadership of industrial unions and local unions. Members of the same enter- 
prise, institution or organ are organized under the grassroots organization 
of a trade union; when necessary, national and local industrial trade unions 
shall be set up by the same economic departments, or by several similar 
economic departments. 


Local trade union councils are set up in provinces, autonomous regions, 
municipalities under the central government, autonomous prefectures, cities and 
counties (banners). The trade union council of a locality is the leading organ 
of the local trade unions or local industrial trade unions of that locality. 

The All-China Federation of Trade Unions is the leading organ of all local trade 
union councils and all national industrial trade unions. 


Article 12 


Trade union congresses at various levels elect the financial committees of the 
same level. A financial committee is responsible for examining the revenue and 
expenditure and the management of property of a trade union of the same level 
and reports its work at a general membership meeting or a meeting of worker 
representatives of the same level; when the meeting is not in session, it holds 
itself responsible to the trade union committee of the same level and reports 
ites work to it. 


Article 13 


Legal advisory offices may be set up for union organizations at and above the 
county level to protect their legitimate rights and interests as well as 
those of their members. 


Article 14 


Establishment or dissolution of a union organization must be submitted to a 
general membership meeting or a meeting or congress of worker representatives 
and reported to the higher union organization for approval. 


Chapter III. National Organizations 
Article 15 


The Chinese National Trade Union Congress is held once every 5 years by the 
Executive Committee of the All-China Federation of Trade Unions. Under special 
circumstances, the congress may be convened before the due date or postponed. 
How many representatives are elected and how they are elected are determined by 
the Executive Committee of the All-China Federation of Trade Unions. 
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Article 16 
The functions and powers of the Chinese National Trade Union Congress are: 


l. Examine and approve the work reports submitted by the Executive Committee 
and Financial Committee of the All-China Federation of Trade Unions; 


2. Discuss and decide on the principles and tasks of the national trade wions; 
3. Revise the trade union constitution; and 


4. Elect the members of the Executive Committee and Financial Committee of the 
All-China Federation of Trade Unions. 


Article 17 


When the national congress is not in session, the Executive Committee of the 
All-China Federation of Trade Unions is responsible for implementing the resolu- 
tions adopted by the national congress, discussing and deciding on major issues 
of the workers, and leading the work of the national trade unions. 


The plenary meeting of the Executive Committee organizes its presidium by electing 
a chairman, several vice chairmen and several members of the Presidium. 


The plenary meeting of the Executive Committee shall be convened at least once a 
year by the Presidium. 


Article 18 


When the plenary meeting of the Executive Committee is not in session, the functions 
and powers of the Executive Committee shall be exercised by the Presidium. The 
plenary meeting of the Presidium shall be convened at least once every quarter 

by the chairman of the Presidium. 


A secretariat, comprising one first secretary and several secretaries and 
alternate secretaries recommended by the Presidium, shall be established under 
the Presidium. Under the Presidium's leadership, the secretariat presides over 
the day-to-day operations of the All-China Federation of Trade Unions. 


Article 19 


In accordance with the different situations of various industries, a national 
committee or operational committee of the national industrial trade unions shall 
be set up according to the decision of the All-China Federation of Trade Unions. 


The national committee of industrial trade unions is elected by the national 
meeting or congress of worker representatives. A congress of worker representa- 
tives is held once every 5 years. Under special circumstances and with the 
approval of the All-China Federation of Trade Unions, it may be convened before 
the due date or postponed. The functions and powers of a congress of worker 
representatives are: Examine and approve the work report submitted by the 
national committee of industrial trade unions; discuss and decide on the tasks 
of their own industrial trade wnions; and elect the national committee of 
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industrial trade unions and the local trade union councils exercise double 
leadership over the affiliated local industrial trade unions. 


The organization of the operational committee of industrial trade unions shall 
be determined by the All-China Federation of Trade Unions. The operational 
committee of industrial trade wions guides the work of the corresponding 
local industrial trade unions. 


Chapter IV. Local Organizations 
Article 20 


Trade union congresses in provinces, autonomous regions, mmicipalities directly 
under the central government, cities with subordinate district, and autonomous 
prefectures will be convened once every 5 years. Those in cities without 
subordinate districts and in counties (banners) will be convened once every 

3 years. Local trade union congresses at various levels are to be convened 

by the trade union councils at corresponding levels. Under special circumstances, 
the convening of these congresses may be advanced or postponed with the approval 
of the higher-level trade union councils. The functions of local trade union 
congresses are: 


l. To discuss and approve the work reports of the trade union councils and 
funds examining committees of the same levels. 


2. To discuss and decide on the tasks for trade unions in their areas. 


3. To elect trade union federation councils and funds examining committees of 
the same levels. 


When no congress is in session, local trade union federation councils will carry 
out the decisions of the trade union organizations of the higher level and the 
resolutions of the trade union congresses of the same levels; discuss and decide 
on major matters related to the workers of their areas; give leadership to the 
trade union work of their areas; and periodically report on their work to the 
trade union federation councils of the higher level. 


When operationally necessary trade union federations in provinces and autonomous 
regions may set up their agencies in prefectures; those in municipalities directly 
under the central government and of cities with subordinate districts may set 

up their agencies in districts or establish trade union organizations at the 
district level. 


Article 21 


Local trade union federation councils will elect one chairman, a certain number 
of vice chairmen and a certain number of standing committeemen to form a 
standing committee. The results of elections of the trade union federation 
councils and standing committees are to be reported to the trade union federation 
councils of a higher level for approval. 
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Local trade union federation councils will hold plenary meetings at least 

once each year, to be called by the standing committees. The standing 
committees exercise the powers and functions of the local trade union federation 
councils when the plenary "eetings of these councils are not in session. 


Article 22 


Establishment of local industrial trade unions is to be decided 

on by local trade union federations of the same 

level according to the specific conditions in the area. Trade union federations 
of municipalities directly under the central government and of big and medium 
sized cities chiefly give their leadership over basic-level trade wions 

through the industrial trade unions at the same levels. They may also give 
direct leadership to some large-size basic-level trade union. Trade union 
federations of smaller cities and of counties will give direct leadership over 
basic-level trade unions. They may also set up city- and county-level industrial 
trade union organizations if the number of workers is quite large and the 
structural setup is scattered. 


Chapter V. Basic-Level Organizations 


Article 23 





Basic-level units such as enterprises, institutions and offices may set up basic- 
level trade union councils if the number of members exceeds 25. With less than 
25 members, units may elect one organizer. Organizers of nearby units or wits 
of a similar line of work may jointly set up a basic-level trade union council. 


Article 24 


General membership meetings or meetings of worker representatives of basic-level 
trade union organizations will normally be held once every 2 year. These 
meetings’ functions and powers are: 


l. To deliberate and approve the work reports of the basic-level trade union 
councils and funds examining committees. 


2. To discuss and decide on the major matters in their basic-level trade union 
councils’ work. 


3. To elect their basic-level trade union councils and funds examining committees. 


Basic-level trade union councils will hold general membership meetings or meetings 
of worker representatives at least once a year to report the councils’ work and 
financial condition to the members. 


Article 25 


Basic-level trade union councils elect their chairman and vice chairmen. Trade 
union councils of large-size enterprises and institutions, if operationally 
necessary and with the approval of the trade union councils of a higher level, 
may set up standing committees. The results of the election of basic-level 
trade union councils, standing committees and chairmen and vice chairmen will 
be reported to the trade union councils of a higher level for approval. 
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Article 26 


basic~level trade union councils are responsible for implementing the resolutions 
of the general membership meetings or congresses of worker representatives 


and decisions adopted by trade wiions of the higher level, take care of the 
routine work of basic-level trade union organizations, undertake the duties 
of the work organs of congresses of staff members and workers of enterprises 
and institutions, and represent the staff members and workers of their respec- 
tive units in signing collective contracts or specific agreements with the 
administrative departments. The fundamental tasks of basic-level trade union 
councils are as follows: 


1. Do well in carrying out ideological and political work among staff members 
and workers; give them education in patriotism, collectivism, socialism, and 
communism; and strengthen their education in the legal system and in work 
responsibilities, ethics, and discipline. 


2. Safeguard the democratic rights of staff members and workers according to 
law and organize them to undertake the democratic management of their enter- 
prises or institutions. 


3. Organize staff members and workers to develop socialist labor emulation ca- 
paigns, to make rational mass proposals, and to carry out technical innovations 
and technical cooperation activities, sum up and popularize advanced experience, 
do a good job in selecting, commending, cultivating, and supervising advanced 
producers (workers) and model workers, and mobilize staff members and workers 

to fulfill their production (work) quotas. 


4. Defend the right of staff members and workers to study, and induce and 
support them to study political, cultural, scientific-technological, and 
management knowledge. 


Carry out cultural athletic activities which are good for the physical and mental 
health of staff members and workers and make a success of the trade unions’ 
cultural, educational, and sports undertakings. 


5. Safeguard the well-being of staff members and workers and assist, supervise, 
and push administrative departments in carrying out successful collective 
welfare programs for staff members and workers. Promote mutual~assis tance 
activities among staff members and workers and do well in giving them subsidies 
to solve their difficulties in daily life. Do well in labor insurance work and 
in the mass work concerning labor wages. Participate in mediating labor disputes. 
Coordinate with the departments concerned in the settlement of retired staff 
members and workers and in the work concerning dependents of staff members and 
workers. 


6. Show concern about the improvement of working conditions of staff members and 
workers and protect their safety and health at work. Supervise the implementa- 
tion of the state laws, regulations and statutes on labor protection, safety 
technology, and industrial hygiene. Give staff members and workers safety 
education. Supervise and push the administrative departments to solve those 
problems which adversely affect the health and safety of staff members and 
workers and take part in safety inspections and in the investigations and 
settlements of accidents involving injuries and deaths. 
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7. Safeguard the legitimate rights and interests of female staff members and 
workers and combat such acts as discriminating against, mistreating, torturing, 
and persecuting women. Do well in protecting women staff members and workers, 
with attention given to their peculiar problems. 





8. Do well in receiving, managing, and using the operating funds of trade 
unions and in taking care of their property. 


9. Persistently carry out the trade unions’ democratic system and democratic 
activities and strengthen the work of various groups under the trade unions. 
Accept new members and educate members in the basics of trade unions. 


Article 27 


According to work needs, basic-level trade union councils may establish workshop 
(section or office) trade union councils for various workshops (sections or 
offices). Such workshop (section or office) trade union councils are formed 
through election by workshop (section or office) general membership meetings 

or meetings of worker representatives. Their terms of office are the same 

as basic-level trade union councils. 


Basic-level trade union councils and workshop trade union councils may establish 
various work committees or work groups as required. 


Trade union groups are estai lished according to production (administrative) 
teams and groups. Trade union group leaders are created by democratic election, 
and meetings on the groups’ activities are held according to schedule. 


Chapter VI. Trade Union Cadres and Activists 
Article 28 


According to the requirements for more revolutionary, younger, better educated, 
and more professionally competent cadres, trade unions should build a cadre 
contingent capable of forging close ties with the masses and serving staff 
members and workers wholeheartedly. 


Trade union cadres should strive to do the following: 


l. Work diligently, bear blames willingly, speak and act in the interests of 
staff members and workers, and behave as "friends of staff members and workers.” 
2. Strive to study, go deep into the reality to conduct investigations and 
studies, and make ceaseless efforts to raise their level of theoretical knowledge, 
enhance their understanding of policies, and improve their education and profes- 
sional competence. 


3. Keep to the principle, refrain from seeking personal gains, uphold justice, 
suppress unhealthy trends, and courageously fight against bad people and bad 
actions. 
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4. Be democratic in work style, seek truth from facts, display a spirit of 
self-criticism, and unite all comrades to work together. 


Article 29 


Basic-level trade unions should try to build and develop a contingent of trade 
union activists by using various methods to organize them from among members 
who have close ties with the masses of staff members and workers, who work 
enthusiastically for the masses, and who have a warm love for the trade union 
work. These activists should be relied upon to invigorate trade union work. 


Article W 


Trade Union organizations at all levels supervise their cadres in accordance 
with relevant regulations. They should give attention to the training and 
selection of young cadres, women cadres, minority cadres, and cadres that are 
knowledgeable in various specialized fields. 


The transfer of principal leading cadres of trade wions at various levels 
must be discussed by the trade union councils of the same level and agreed 
upon by the trade union councils of the next higher level. 


Article 31 


Trade union organizations at all levels should establish and perfect a system 
for training cadres and activists and do well in rumning trade wiion cadre 
schools and training classes of any kind. 


Article 32 
Trade union organizations at all levels should be concerned about the thinking, 
study, and everyday life of trade union cadres and activists, support their work, 
protect their rights to fulfill their duties, do a good ‘ob in commending and 
encouraging with rewards outstanding trade union cadres and activists, and fight 
against acts of attacking and retaliating upon trade union cadres and activists. 

Chapter VII. Operating Funds 
Article 33 


The sources of trade unions’ operating funds are: 


l. Membership dues paid by members according to relevant provisions established 
by the All-China Federation of Trade Unions; 


2. Receipts from trade unions’ undertakings; 


3}. Funds appropriated by the administrative departments in accordance with 
provisions of the trade wiion law; and 


4. Administrative subsidies from governments at various levels and from enter- 
prises and institutions concerned. 
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Article %& 


Committees in charge of operating funds in trade unions at various levels 
should make budget and final accownt reports and periodically report the 
receipts and expenditures of operating funds to the members and the trade 
umion council of the next higher level. Reports on budget, final accounts, 
and receipts and expenditures of operating funds should be audited by the 
trade union funds examining committee of the same level. 


The spending of operating funds of trade unions, the system for working 
out budget and final accowts, and the accounting system are to be provided 
separately by the All-China Federation of Trade Unions. 


Chapter VIII. Supplementary Articles 

Article 35 
This constitution, in principle, applies to basic-level trade uwnion organiza- 
tions in joint ventures with Chinese and foreign investment and ventures 
of foreign investment. Particular questions concerning trade wnions of such 
ventures are to be dealt with in separate regulations of the All-China 
Federation of Trade Unions. 

Article % 


The right to interpret this constitution is vested in the All-China Federation 
of Trade Unions. 


cso: 4006/79 
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NATIONAL POLICY AND ISSUES 


PARTY SPIRIT IN ECONOMIC WORK VIEWED 
HK240815 Beijing JINGJI RIBAD in Chinese 17 %ct 83 p 1 
[Editorial: “Adhere to the Principles of Party Spirit in Economic Work") 


[Text] The 2d Plenary Session of the 12th CPC Central Committee adopted a decision 
on party rectification and called for all party members to study this decision 
earnestly and to take an active part in the party rectification drive. The 
plenary session believed that through joint efforts made by party organizations at 
all levels and all party members, we will certainly bring about a fundamental 

turn for the better in our party's general practice, will certainly succeed in 
accomplishing the great task of rectifying the party, and will certainly push 
forward the building of socialist material and spiritual civilization in our 
country. The vast number of party members on the economic front should actively 
respond to the plenary session's call and should seriously study and carry out 

the decision made by the plenary session. 


Through our efforts of the past 30 years, we have established an independent and 
fairly integrated industrial system and a national economic system, which serve 
as a material foundation for the four modermizations. However, we also should 
realize that many difficulties and problems still exist in our economic work and 
that we still have to earnestly carry out the principle of readjusting, re- 
structuring, consolidating, and improving. At the same time, it is necessary to 
resolve the problem of incorrect practices by the party on the economic front 
through the party rectification movement. Only thus can we really focus all our 
economic work on the attainment of better economic results. 


At present, the phenomena of violating the principles of party spirit still exist 
in large number in our economic work. 


When handling their relations with the state, some localities, departments, and 
units place undue stress on their own interests without regard to the overall 
interests. They ignore the directives issued by the central authorities. Some 
of them refuse to carry out the state's orders on readjusting capital construc- 
tion. As a result, some projects which should be suspended have not been sus- 
pended; and other projects which should be started cannot be started. Some of 
them violate the relevant regulations to carry out construction projects on 
famous scenic spots or even grab the sites of priority projects for their own 
purposes. Some of them impose random levies on construction units and blackmail 
priority projects by threatening to stop supplying electricity for newly built 
priority projects and key enterprises which can achieve high economic results. 
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Some of them go so far as to violate financial discipline to refuse to tum 
over due amounts of profits to the state or try to evade taxes. Some of then 
squander or appropriate state financial resources by issuing bonuses and 
granting various subsidies in a random way. Some of them damage natural re- 
sources by opening mines without authorization and by felling trees in a randor 
way, and they even damage irrigation facilities for selfish purposes. Some of 
them violate the principle for controlling foreign exchange to grab more 
foreign exchange for themselves at the expense of the state interests. 


When handling mutual relations, some localities, departments, and units are 
keen on practicing selfish departmentalism and localism rather than engaging 
themselves in cooperatiun with other localities and departments. They are 
indulged in endless wrangles and buck-passing, which have delayed many matters 
for several years or even a dozen years. Some of them take advantage of the 
opportunity that the materials, commodities, and services under their control 
are in short supply to racketeer. Their methods include changing the normal 
purchasing and marketing chanels, opening some back doors for wunder-the-table 
dealings, and randomly raising prices for major goods which should be supplied 
in a planned way. 


A small number of people are always looking forward to profiteering and ill- 
gotten wealth. For this purpose, they disregard the ethics of their trades and 
even violate party discipline and state law. They take advantage of their 
functions and powers to take graft and bribes, to engage in speculation, and 
to conduct smuggling. Their illegal activities have caused serious economic 
and political losses to the state. 


The fundamental reason why the above-mentioned evil phenomena cannot be promptly 
checked but have rum rampant in some localities and departments is that we have 
not upheld the principles of party spirit in our economic work and have not 
enforced discipline, and that party organizations have not played an effective 
role. In particular, some leading cadres have given up the principled stad 
when dealing with these matters and have accommodated themselves to the evils 
or have even wallowed in the mire with the evildoers. They must bear major 
responsibility. 


In short, we must adhere to the principles of party spirit in our economic work. 
Without settling this fundamental issue, we will achieve oly insignificant 
results in handling other specific affairs. 


What are the principles of party spirit in economic work? The most important 
principle is to maintain a wiform position in regard to all policies with the 
central authorities in word and deed. Under the principle of "taking matters 
throughout the country as an integrated chess game," we should subject our own 
interests to the overall interests. If each of us goes his own way according 
to the interests of his own locality, department, or unit, we will fritter away 
all our strength. Then, the superiority of the socialist system will not be 
able to be brought into play, and our grand program of quadrupling output 
value by the end of this century will fall through. More importantly, the 
Communist Party is based on the organizational principle of the democratic 
centralist system. If the directives of the central authorities can be case aside, 
the party will lose its leadership role and combat capacity. 
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Therefore, we must stress party spirit and must ensure that “the whole party 
has to serve the overall interests” as Comrade Deng Xiaoping has pointed out. 
We must overcome selfish departmentalism and factionalism and must enforce 
discipline. 


Consolidating party spirit is a long-term task. The party rectification drive 
provides all party members with an important opportunity to receive sufficient 
and effective education of party spirit so as to better establish party spirit 
in their minds. Some existing problems in our work can be resolved only through 
the party rectification drive. Therefore, we must seriously carry out this drive 
and must ensure its real results. Our purpose is to make everyone working on 
the economic front, and first of all, every leading cadre, adapt his ideas to 
the principles set forth by the party and to rectify his style of work so that 
he may have a better sense of discipline and can be more conscientious in caring 
about the cverall interests and in upholding the principles of party spirit. 
Then, they can make greater contributions to the creation of a new situation in 
our socialist construction. 


CSO: 4006/79 
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NATIONAL POLICY AND ISSUES 


SYMPOSIUM REVIEWS SUN YEFANG'S THEORIES 
HK250441 Beijing JINCJI RIBAO in Chinese 6 Oct 83 p 4 


[Report by Zhang Zhuoyuan [1728 0587 0337): “A Review of the Symposium on 
Sun Yefang’s Economic Theories"--first three paragraphs are JINGJI RIBAO 
introduction; passages within slantlines published in boldface] 


[Text] During the period from 16 to 23 September 1983, a symposium on Sun Yefang's 
economic theories was convened at his hometown, Wuxi, by the Economic Research 
Institute of the Chinese Academy of Social Sciences and the editorial department 
of JINGJI YANJIU. Attending the symposium were economic theoretical workers, 
economic workers, enterprise leaders, representatives of press and publishing 
houses from 28 provinces, municipalities, and autonomous regions and Sun Yefang's 
close friends, their total number being 211. The symposium received 83 theses 

in all. 


This symposium was convened in accordance with Sun Yefang's last wish. In the 
last words written in his own handwriting, he said: "I do not oppose the idea 
that my old colleagues in the economic research institute hold a meeting to 
discuss or criticize my economic viewpoint. I hope that widespread propaganda 
will be made on the viewpoints which are regarded by all as being correct while 
blunt criticism will be given to those viewpoints regarded as being one-sided 
and even erroneous, in order to avoid their adverse effect on the society.” 

In the symposium, the participants evaluated Sun Yefang's economic theories 

in accordance with the spirit of these words and in adherence to the principle 
of letting a hundred schools of thought contend. They confirmed without reserve 
his contributions in theory and conscientiously discussed the problems in his 
theory over which there are still disputes. 


Comrade Bo Yibo wrote a congratulatory letter to the symposium. In it, he said: 
"I think that it is of great significance and is quite necessary to hold this 
symposium.” “Comrade Sun Yefang was a famous Marxist econemist in our country.” 
"The achievements in his economic research are generally acknowledged. Many of 
his theoretical viewpoints are correct and are of practical significance.” "I 
hope that the comrades who attend this symposium will each act in the spirit of 
seeking truth from facts and air views freely. 
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The participants in this symposium enthusiastically praised Comrade Sun Yefang's 
life-long efforts in fighting indomitably and steadfastly to publicize and 
develop Marxist economic science in China. In the sphere of economics, Comrade 
Sun Yefang made great efforts to integrate the basic principle of Marxism with 
the practice in China, consistently regarding the major theoretical and practical 
issues in China's revolution and construction as the subject of his research. 

He studied these issues intensively and profoundly, was brave in putting forth 
creative new ideas and in continuously defying erroneous traditional theses. 

In the process of struggle, he gradually put forth a complete system of socialist 
economic theory. This theoretical system is closely related to the ideas he 
initiated on the economic structural reform. 


During the discussion, quite a few comrades held that the economic viewpoints 
put forth by Comrade Sun Yefang were proved to be correct by practice and were 
of great practical significance. 


Sun Yefang's Economic Viewpoints 


/i. Achieving the most useful results with the least consumption of labor is 
a principle for socialist economic construction./ 


The participants in this symposium held that achieving the most useful results 
with the least consumption of labor was originally an old and simple principle 
which was already confirmed by Marx. Under the socialist historical conditions, 
Comrade Sun Yefang attached a new meaning to his old principle. This new 
meaning is that the superiority of the socialist publicly-owned economy must be 
displayed in raising economic results, that raising economic results is the 
final goal of reform in the socialist economic system, and that achieving the 
greatest result with the least consumption of labor is the criterion for the 
quality of socialist economic work. This idea was also a "red line" that ran 
through Comrade Sun Yefang'’s system of socialist economic theory. Achieving 
the greatest results with the least consumption of labor upheld in Comrade 

Sun Yefang's economic theory differs in principle from that upheld by bourgeois 
economics. 


Some comrades point out that in order to apply Comrade Sun Yefang's principle 
of achieving the greatest results with the least consumption of labor we must 
reform our current planning system and attach great importance to the role 

of the law of value in a planned economy. We should not pit planned economy 
against the law of value. If, in practicing our planned economy and exercising 
our planning system, we fail to esteem the law of value, we will go against 

the requirements of pursuing economic results. 


/2. The proper handling of the relationship between the state's centralized 
leadership and independent management of the enterprise is the key issue in 
the reform in the economic system. / 


Some comrades pointed out that Comrade Sun Yefang was the first economist who 
clearly put forth the idea that the relationship between the state and enter- 
prises in the socialist publicly-owned sector was a key issue in the reform 
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in the economic system and who tried to fix a demarcation line for dividing 

up power and responsibility between the state and enterprises. He held that 

the management of operations employing the funds originally invested in an 
enterprise is "minor power” which should be put into the hands of the enter- 
prise itself, while the management of matters related to additional investment 
for expanded reproduction must be regarded as “major power" and should be 
retained by the state. The state must strictly manage the affairs related to 
“major power.” If it fails to do this or fails to do this strictly, it will 

put the whole national economy into chaos. The state should not interfere 

too much in the affairs within the scope of enterprises’ “minor power,” 
otherwise the whole national economy will be devoid of its vitality. This is 

a creative thecretical idea. In practice, he reversed the previous practice of 
restricting the improvement in our economic system within the sphere of dividing 
up power between the central and local authorities and grasped the key to the 
reform in our economic system and thus provided this reform with a theoretical 
basis. Even though people differ in their opinions on the quantitative demarca- 
tion line fixed by him and even though, during the past few years, the practices 
of reform have also gone beyond this demarcation line (a portion of funds which 
may be used for expanded reproduction is also included in the retained profits 
of enterprises), this idea can stili be regarded as an original view with great 
theoretical and practical significance. 


The participants in the symposium held that among all the views in Comrade 

Sun Yefang's theory on dividing the power and responsibility between state and 
enterprises, the propositions of the greatest practical significance were those 
concerning the strengthening of the technical transformation in the existing 
enterprises and concerning the reform in the fixed assets management system, 
where the malpractices of "copying outdated technology” and "freezing technical 
progress” prevailed. In the past 30 and more years, a major lesson we have 
drawn in our country’s economic construction is that it is wrong to rely solely 
on establishing new enterprises for economic growth and thus striving to start 
as Many new projects as possible. As a result, the battle line of our capital 
construction is overextended. This has been a frequent malpractice not only 

in China, but also in [phrase indistinct] onto several hundred thousand old 
enterprises. This requires us to transform the decadent old system of fixed 
assets management, to do a good job systematically in the manner of focusing 
on key sections, and of technical transformation in our existing enterprises, 
to guarantee a high speed in the development of our production, and to break 
away from the traditional theory of “the higher the base the lower the speed.” 


/3, The return on c2pital employed is an overall index to evaluate the management 
and administration of enterprises. / 


Some comrades said that Comrade Sun Yefang's viewpoint of regarding profit target 
as “the key” was correct. As long as the pricing is rational, the greater the 
profits an enterprise gains through carrying out technological transformation, 
improving management and administration, and lowering its production costs, 
the greater the material wealth it provides for the society. 
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The participants in the symposium pointed out that return on capital employed 
must become a means to carry out economic comparison throughout the country. 
If an enterprise employs a larger amount of the funds of the state, it should 
shoulder the responsibility for the delivery of more profits to the state. 


The participants in the symposium regarded Comrade Sun Yefang's viewpoint 

on return on capital employed as a powerful weapon for breaking the system of 
funds being supplied by the state. At present, this has become an important 
content of the reform in our economic system. For example, we have shifted 
providing free employment of funds onto charging payments for employment of 
funds. In fixing prices, we should consider the amount of funds employed, 
encourage our enterprises to earn more profits for the state, and relate the 
results of our enterprises’ management, including the amount of their profits, 
to their own economic interests. 


/4. Developing socialist circulation is a key to the organization of the 
socialist planned economy. / 


The participants pointed out that, for several dozen years, a viewpoint of 
denying the circulation of goods has prevailed in our socialist economic theory 
and practice. This viewpoint has caused the dislocation between supply and 
demand and hindered the progress of the socialization of our production. From 
the end of the 1950's, Comrade Sun Yefang proceeded from the requirements of 
socialized mass production, applied the theses on the dual nature of products 

and of labor, criticized the viewpoint that denied the circulation of goods, 

and expounded on the importance of satisfactorily organizing the compensation 

of value and exchange of materials and goods--the circulation--between enterprises 
inside the publicly-owned sector. 


They confirmed Comrade Sun Yefang's viewpoint concerning circulation 

being the basis for establishing, a socialist system of 

planned management. The rewon a socialist economy is called a planned economy 
is not only because the production inside the enterprises is governed by plans, 
but mainly because the relationships of supply, production, and marketing between 
enterprises are governed by plans. 


Premier Zhao Ziyang pointed out, "One of the fundamental characteristics of 
socialized mass production is the expansion of exchange." Comrade Sun Yefang's 
circulation thesis provides theoretical weapons for the development of socialist 
socialized mass production and has laid a foundation for the system of theory 

on developing socialist circulation. 


/5. Put statistics on the basis of the law of value and transform the statistical 
system. / 


Quite a few comrades pointed out that Comrade Sun Yefang made the following 
important contributions to the theory related to statistics. First, our 
socialist statistical work must be an all-round investigation, analysis, and 
inspection in order to find out whether, in our national economy, we have managed 
to achieve, in 4 planned manner, the largest amount of material wealth that 
satisfies the demands of the society with the least consumption of labor. 
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Through this, our statistical work will explore the best proportional relation- 
ship for the achievement of the greatest economic results so as to enable us to 
consciously master the law of value in our socialist planned economy. Second, 
the evaluation of the results of economic activities must focus on value 
targets and we must correctly apply the targets of gross and net output values 
in the evaluation. Third, the methods of survey employed by our statistical 
Organizations must mainly be the drawing up of survey charts, taking censuses, 
and doing sampling surveys in order to reflect the overall situation. Fourth, 
we should establish a strong centralized system of statistics and put our 
statistical organizations into a position of being the survey and inspection 
organizations of the state. And fifth, we should reform our system of 
statistics, perfect the law and regulations related to statistics, and guarantee 
the appropriate independence of the statistical work. 


/6. Fixing the prices for our planning on the basis of production prices and 
implementing the principle of exchange of equal value (is of guiding significance 
for the reform in our country's pricing systen./ 


Quite a few comrades were of the opinion that Comrade Sun Yefang was the first 
economist who put forth in our country the "thesis on production prices,” 

that Sun always advocated that the principle of exchange of equal value must be 
implemented not only in the exchange of industrial and agricultural products, 
but also in the exchange between different units within the publicly-owned 
economic sector, and that Sun opposed the practice of abusing prices as a 
means to redistribute national income. His views have successfully undergone 
the test of practice, have already become an important guideline for the reform 
in our country’s pricing system, and are regarded as one of th theoretical 
schemes for calculating suggested prices. 


/7. Sun carried out useful exploration for the establishment of a new system 
of the socialist economy in our political economics. / 


The comrades pointed out that during Comrade Sun Yefang’s dozens of years of 
theoretical activities, he put forth an independent theoretical system of 
socialist economy. He held that value and the law of value were an inherent 
factor of socialist economy and thus differed diametrically in his view, from 

the traditional view which regarded value and the law of value as being excluded 
from a socialist economic system. In his book entitled "On Socialist Economy,” 
Comrade Sun Yefang proceeded from the products of the socialist publicly-owned 
sector and caused the red line of achieving the highest useful results with 

the least consumption of labor to run throughout all the chapters and sections 

of the book. In this way, he analyzed the process of the socialist production 
and circulation and the general process of the production of the society and thus 
disclosed the internal law governing socialist economic development. Undoubtedly, 
this method of analyzing these processes was wiser than the methods of collecting 
previous policies and arranging lists of laws in our economic research. As a 
result, this has freed the section on socialism in our political economics from 
the evil influence of the doctrine that regards willpower as almighty. We cannot 
help but regard this as a revolutionary reform in our political economics concern- 
ing socialism. Of course, whether or not the system of theory put forth in 
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"On Socialist Economy” actually expounded on the natural historical process of 
the development of the socialist economic mode depends on the final completion 
of this system of theory. This system has to continue to be tested by practice 
until a final conclusion is obtained. 


/8. He persisted in criticizing the theory of natural economy."/ 


The participants in the symposium pointed out that the theory of natural economy 
was the major school that opposed Comrade Sun Yefang's economic theory on 
socialism. Sun time and again stressed that in order to develop socialist 
political economics, we must criticize the theory of natural economy and that 
in order to study and carry out economic structural reform, we must "criticize 
and refute the ideas of the theory of natural economy.” For the 30 and more 
years since the founding of the PRC, and moreover, for the long period since 
the victory of the October Revolution in the USSR, every step in the progress 
of the socialist economic theory has encountered the hindrance and destruction 
caused by the theory of natural economy. Therefore, our economic circles must 
act like Comrade Sun Yefang and continue to persist in criticizing the theory 
of natural economy, thus removing ideological and theoretical obstacles to the 
development of mass production in our socialist society. 


Different Views on Sun Yefang's Economic Viewpoints 


The symposium conscientiously discussed some of Comrade Sun Yefang's theoretical 
viewpoints and focused their discussion on evaluating his theory about value. 


What people have disputed most concerning Comrade Sun Yefang's theory of value 
was the question of whether value and the law of value can be separated from 
commodities, i.e., whether there are such things as value and law of value 
independent of products. 


Some comrades were of the opinion that Comrade Sun Yefang’s viewpoint that value 
and the law of value could be separated from commodities was not tenable. They 
held that value and the law of value belonged only to commodity economy. 


Others agreed with Sun in dividing value into commodity value and product value. 
They held that commodity value--exchange value--a concept based on private 
ownership, is a specific concept for commodity production, while the concept of 
product value based on public ownership is a concept closely related to socialized 
mass production. Through the comparison between individual and social labor, 

this concept facilitates a rational and planned distribution of social labor and 
regulates the economic activities of the society. 


The question of whether the relationship between consumption and the resuits 

of labor is a factor that determines the essential nature of value is the key 

to the question of whether Sun Yefang's theory of value is tenable. Regarding 
this, some critics adopted a negative attitude and held that Comrade Sun Yefang 
esteemed a definition of value made by Engels in Engels’ early years which, 

in fact, regarded use value as a factor that determined the existence and amount 
of value. This, they thought, went against the Marxist view on value of labor. 
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Others adopted a positive attitude. They said that the view that regarded the 
relationship between the consumption and result of labor as a factor that deter- 
mined the essential nature of value signified that value itself did not take 
shape or exist in isolation; on the contrary, it reflected the most essential 
relationship in people's economic activities, i.e., the relationship between 

the amount of labor input and the output of useful results. This kind of 
relationship is displayed through the comparison and check carried out by 
society between the amount and quality cf people's consumption of labor and 
their production results. Under the conditions of the commodity economy based 
on private ownership, this comparison and check was carried out spontaneously 
and blindly through market competition, but under the conditions of public-owned 
economy, this kind of comparison and check is carried out in a planned manner 
through people's conscious action. Moreover, they said that the viewpoint that 
regarded the relationship between the conception and result of labor as a factor 
that determined the essential nature of value stressed an important principle in 
Marx’ theory about the value of labor, namely, the principle that the result 

of labor that satisfied a certain kind of social demand constituted the pre- 
condition for the formation of value of a product, that if a product was useless 
for the society, the labor spent in producing it was completely wasted, and that 
products with equal social use value had equal value. 


During their discussion, the comrades also pointed out that Comrade Sun Yefang's 
theory of value (including his expositions on commodity and product) was not 
perfect and that there were defects in it. This is shown in the fact that he 
overlooked to some extent the nature of commodity economy in a socialist economy, 
the role of the law of commodity value and the necessity of applying market 
mechanism (including the utilization of the means of fixing prices different 

from value), and in the excessive emphasis he placed on the nature of product 
economy of a socialist economy, the role of the law of product value, and the 
practice of consciously utilizing the conformity between prices and value or 
production prices to regulate social economic activities. They also held that the 
basic reason for the above-mentioned defects in Comrade Sun Yefang's theory about 
value was that he placed too much emphasis on the consistency of people's interests 
in a socialist economy, but overlooked to a certain extent the difference in 
people's interests. After the smashing of the "gang of four,” he became aware of 
this problem and revised his previous viewpoints on sharing profits and on bonuses. 
However, he failed to take into account the influence of the failure of his 
previous viewpoints to take consideration of the whole situation on his theory 
about value and his whole theoretical system on socialist economy. 


In addition, the participants also initially evaluated Comrade Sun Yefang's 

"On Socialist Economy." They were of the opinion that Sun's viewpoints on the 
objects, methods, and structure of socialist political economy were pertinent 
and creative, but they disputed some other problems. For example, some comrades 
did not agree with Comrade Sun Yefang's approach in regarding products as the 
starting point of analysis and held that the starting point must be commodities. 
Concerning regarding achieving the greatest useful results with the least 
consumption of labor as a red line, some comrades were of the opinion that in 
the outline of "On Socialist Economy,” people could not see any sufficient analysis 
of the methods and mechanism to realize the goal of achieving the greatest useful 
result with the least consumption of labor. Concerning socialist economics as a 
whole, some comrades held that it was necessary to carry out a large amount of 
further research work and systematically and scientifically prove its theory. 
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NATIONAL POLICY AND ISSUES 


GUANGMING RIBAO ON SUN YEFANG'S THEORY OF VALUE 
HK251248 Beijing GUANGMING RIBAO in Chinese 9 Oct 83 p 3 


{Article by Zhang Zhouyuan [1928 0587 0337]: “Sun Yefang'’s Theory of Value--An 
Understanding and Evaluation"™] 


{Text} The question of whether or not Comrade Sun Yefang had advanced a unique 
system of socialist economic theory utterly different from traditional economic 
theories, and whether or not this system is scientific and tenable, hinges on 
whether his theory of value is tenable. 


This is because the basic distinction between his system and the traditional 
system lies in: the traditional syetem regards value and the law of value as 
things outside the socialist economy, whereas Comrade Yefang held that value 
and the law of value are things within the socialist economy, and the law of 
value is the most important basic concept running through socialist political 
economy from beginning to end. 


My personal experience of value and the law of value described here by Comrade 
Yefang is that, there is not only commodity value as well as the law of value 
(because he held that the product of exchange between the two kinds of public 
ownership is a commodity, and the consumer goods sold by the state to the staff 
members and workers are also commodities), but also production value as well 
as the law of value, and moreover, the emphasis is on the latter. This point 
has been more explicitly explained in his art‘cle "On Value” written in 1959. 


The law of product value refers to the carrying out of planned regulation of 
social economic activity by people through the conscious ascertaining and 
calculating of value, whereas the law of commodity value is regulation by means 
of market mechanism afterwards. Therefore, Comrade Yefang also called the law 
of commodity value the law of market value. 


After the publication in 1956 of Comrade Yefang's article "Place Planning and 
Statistics on the Basis of the Law of Value," there was 4 public outcry. At the 
national symposium on economic theory held in Shanghai in 1959, Comrade Yefang 
expressed that the law of value described by him in the 1956 article was not the 
law of value produced under the condition of commodity production exchange as 
understood by people in general, but another kind of law of value or the second 
law of value, and he later also called this the law of product value. At that 
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time, many of the comrades advised him to change the name into the law of 
essential labor time needed by society, or the law of value determination. 
Comrade Yefang for a time had considered accepting advise, and even agreed with 
this idea. Later, after thinking the matter over and over again, by the time 
just before his death, he held that the idea was still unacceptable. He held 
that the essential labor needed by society was generally a quantitative concept, 
and did not include this content of the relations between cost and effectiveness, 
whereas this was precisely a qualitative definition of value. Therefore, 
Comrade Yefang firmly maintained that the use of value and law of value and law 
of value was more accurate and comprehensive. 


The greatest controversy over Comrade Yefang’s law of value lies in: whether 

or not value can be divorced from commodity, or whether or not there are 
commodity value as well as the law of value. Some comrades hold that the 
formulation of product value as well as the law of value is his original creation, 
and simply and unequivocally describe it as a new thesis summarized from economic 
practice. I feel that this is not in accord with Comrade Yefang's original 
intention. For Comrade Yefang had repeatedly expressed that the theory of product 
value was not his discovery but was based on the relevant expositions advanced 

by Marx and Engels. The most important of which were Marx’ exposition on the 
decisive role still played by value after the abolition of the capitalist mode of 
production, and Engels’ exposition on "value is the relationship between production 
cost and effectiveness.” (Accordingly, Comrade Yefang drew forth his famous 
“mininum and maximum" thesis.) The tenability of this argument firmly estab- 
lished his theory of value on the Marxist front. 


My present understanding is: Comrade Yefang's standpoint sounds reasonable and 
has sufficient grounds. Of course, detailed scientific proof must still wait 
for the writing of "socialist economic theory” based on his systen. 


Why did Comrade Yefang say that product value as well as the law of value are 
primary in a socialist economy and in the economy of ownership by the whole 
people in particular? This must be explained from his views on product and 
commodity. 


As far as I know, Comrade Yefang held that in the socialist economy of ownership 
by the whole people, the economic interests between people are identical. There- 
fore, the basic aspect is of a product nature, and the law of product value will 
naturally play a primary role. At the same time, because of the existence of 
conflicting economic interests between people, and the disparity in economic 
interests (this explains that he did not entirely abandon distribution according 
to work), therefore, there is, also to a certain extent, a commodity nature, and 
the law of value also plays the role of regulation by market mechanism afterwards. 


So, the logical conclusion is: 


1) Comrade Yefang's theory of value is identical with his theory of commodity 
and product. 


2) Comrade Yefang's theory of value as well as his theory of product and 

commodity are in line with his advocation mainly based on the principle of 
planning, and at the same time, also tally with the policy of organizing the 
socialist economy based on the principle of commodity, and supporting “mainly 
relying on planned economy while making regulation by market mechanism subsidiary.” 
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3) Since the law of product value plays a primary role in socialist economy, 
then as the manifestation of product value, prices are mainly for the sake of 
accounting the consumption of social labor and evaluating the results of 

economic activity, therefore prices should conform as much as possible to value 
or product prices. At the same time, since the law of market value still plays 

a definite role, then to a certain extent it is also permissible to allow certain 
deviations to take place in prices in accordance with changes in merket supply 
and demand, in order to regulate production and consumption. 


4) Since the product nature of socialist economy is primary, therefore the 
renminbiao is mainly a labor certificate. However, because it still possesses 
a certain comnodity nature, the renminbiao may to a certain extent also exist 
as a currency symbol. 


5) According to Comrade Yefang's theory of commodity and product as well as 
theory of value, profits and the profit margin of funds are regarded as principal 
indexes for evaluating the results of the economic activity of enterprises and 
departments, and mainly for comparing their progress and backwardness, and 

not as a criterion for rewarding or punishing them materially. The surplus 
product produced by enterprises must for the most part be handed over to the 
State and used to satisfy the livelihood needs of all people. 


According to my experience, each important viewpoint put forward by Comrade Yefang 
was geared to reality and had a very clear purpose for the sake of dealing 
promptly with problems, he was sometimes unable to conduct very careful textual 
research beforehand or systematically expound some of the expositions of Marx and 
Engels. For example, this perhaps might also be the case with "value is the 
relationship between production cost and effectiveness.” However, he was not 
groundlessly creating something new and original, but it was based on actual 
conditions in economic life at that time. He consulted the works Marx and 
Engels, and laid special emphasis on certain standpoints with the most practical 
and immediate significance. At the same time, he was always ready to delve into 
the study of terms and concepts, and paid special attention to the consistency 

of logic as well as the thoroughness of theory. 


Is there any incompleteness or shortcoming in Comrade Yefang's theory of value 

as well as his theory of commodity and product? I believe there still is. I 
neither agree with the saying that his theory of value is untenable nor with the 
saying that his theory of value is in contradiction to his theory of commodity 

and product, but I am of the opinion that he treated a bit too lightly the 
commodity nature of socialist economy, the role of the law of commodity value, 

and the use of market mechanism (including the use of the deviation of price and 
value), and gave a bit too much importance to the product nature of socialist 
economy, the role of the law of product value, and the conscious use of price 

and valve or the identity of production price to regulate social economic activity. 


The reason for the aforementioned incompleteness in Comrade Yefang's theory of 
value is basically because he had overestimated the identity of intevests of the 
people in socialist economy, and underestimated the discrepancy in the interests 
of the people. He became aware of this problem after the smashing of the "gang 
of four,” and corrected his former views on the question of profit sharing and 
bonuses. However, he did not consider the effect the former not quite compre- 
hensive viewpoint had on his theory of value as well as the theoretical system 
of the whole socialist economy. 
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NATIONAL POLICY AND ISSUES 


TRADE UNION CONGRESS IMPORTANT TO MODERNIZATION 
HK220240 Beijing CHINA DAILY in English 22 Oct 83 p 4 
[“Opinion” column by CHINA DAILY commentator: “Trade Union Congress") 


[Text] The convening of the Tenth National Congress of Chinese Trade Unions 
is of great ocignificance to the national modernization drive. 


The State Constitution makes it clear that China is a socialist country 
with the working class as its leading class and the worker-peasant alliance 
its foundation. As a leading force in society, workers obviously play an 
important role in the country's economic and political life. 


This leading role of the working class should never be overlooked in the 
historical process of building China into a modern, culturally advanced and 
highly democratic, socialist country. 


Today, workers in China are producing 70 percent of the country's total 
output value and more than 80 percent of the state revenues in taxes and 
profits. Their contribution is a decisive factor in realizing the goal of 
quadrupling the yearly output value of industry and agriculture by the end 
of cthis century. 


To improve economic efficiency, problem in many enterprises today, the workers’ 
active participation is indispensable in raising productive, managerial and 
technological levels, in pro.oting democratic and scientific management and 

in combating bureaucracy. 


Moral Norms 


Meanwhile, workers in factories and service trades have profound influence 
in setting standards for social morals and conduct. The majority of urban 
population are workers, and more than 60 percent of them are young workers. 
They face a pressing task of self-improvement, not only in technological 
and managerial skills but also in combating what is called “cultural and 
ethical pollution” by ideas alien to the working class. 


In a country with the working class in power, the roles of trade unions 
have been a controversial and constantly-explored subject for the past 
30 years. 
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For a long time, even before the “cultural revolution,” the “leftist” 
political line impaired the wiion work. Attempts to protect the workers’ 
immediate interests were criticized as “economism” and “syndicalisn.” 

With the guideline changed at the party's Third Plenary Session in December 
1978 and the whole nation successfully entering a new historical era, the 
trade unions have found a correct orientation for development. 


In socialist China, workers, though in leading power, constitute a sector 

of society that has its own special interests, and trade unions should 
strive to protect such interests and must manage their work independently. 
As producers of social wealth, workers have the full right to the improvement 
of working and living conditions. 


Welfare 


At the Ninth National Congress in 1978, Deng Xiaoping said emphatically 
that trade unions should protect the welfare of workers, urge and assist 
the authorities in enterprises and localities to do everything possible to 
improve workers’ living and working conditions on the basis of increased 
production, fight for workers’ democratic rights and oppose bureaucracy. 


Thus, trade unions under the socialist system have twofold roles: one is 

to help workers raise their ideological, cultural and technological levels 
so they can be qualified masters of enterprises; the other is to serve 
workers, protect their interests, maintain close links with the grassroots 
and voice their opinions and demands so trade unions can be truly representa- 
tive of their members. 


The workers’ congresses that have been and are being established in enter- 
prises provide the workers with a vehicle through which they can exercise 
their democratic rights by participating in policy-making, management, 
supervision and election of cadres in enterprises. 


It deserves the hearty congratulations of all that the union work has been 
brought onto a right track of healthy development in the conditions of a 
socialist country. 


It can be expected that the Tenth National Congress will open up a new 


phase for China's socialist modernization, labour movement and the work of 
trade unions. 
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NATIONAL POLICY AND ISSUES 


MA HONG VIEWS DENG'S CALL FOR ECONOMIC REFORMS 
HK210300 Beijing CHINA DAILY in English 21 Oct 83 p 4 


[Article from HONGQI by Ma Hong, president of the Chinese Academy of Social 
Sciences: “Deng on Urgency of Economic Reforms” ] 


[Text] The “Selected Works of Deng Xiaoping” devotes an important part to 
the reform of the country's economic systen. 


Deng pointed out, very sig:. ficantly, that the reform is also a revolution. 
Its process is that of the welf-perfection of China's socialisn. 


The reform will not depend on mass campaigns. The country's previous attempts 
to reform, Deng observed, never succeeded when they were introduced through 
political movements or mass campaign. 


China's present economic structural reform is being carried on when the 
country is trying to improve her financial and economic situation. It 
must, therefore, calculate how much the country's economy can risk. 


Every step or measure taken in the reform must help fulfill state plans, 
boost development and consider interests of either state, businesses or 
individuals. 


Deng analyzed the defects of China's existing economic system. The system 
once played an active role, but its defects are becoming more and more 
obvious with the development of production. 


The management of China's economy, Deng pointed out, is over-centralized. 
Administrative departments are charged with many affairs in which they 
should not interfere, or which they are incompetent or unable to manage. 
Some new regulations would ensure that these affairs can be handled at 
grassroots level. 


To conclude, he listed the discouraging effects of the existing economic 
system: 


First, it erodes the activity of all economic sectors. 
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Second, it can hardly maintain the balance of various economic fronts, 
especially when the country was under the sway of "leftist" ideology. 


Third, it easily generates bureaucracy. 


Deng believed that only by overcoming these defects in a planned, step-by- 
step but decisive manner, could the Chinese Communist Party's leadership 
win the people's trust. 


His proposal to build Chinese-style socialism both upholds socialism and 
considers the features cf modern China. For instance, China's modernization 
should recognize the country's financial difficulties and the contradiction 
between her large population and limited arable land. 


In the “Selected Works of Deng Xiaoping,” the author has further proposed 
ways to solve nearly all major problems in China's economy. 


Now, China's rural economic reform has achieved great successes. 


But it is impossible for China to apply her successful experiences in rural 
economic reform to the cities, as the ownership by the whole people prevails 
in the Chinese urban economy. Rural farming businesses on the other hand, 
are run by collectives. 


The urban economic reform should first overcome egalitarianism in relations 
between the state and businesses. Only when these relations are improved 
can the reform start tackling the egalitarian practices in income distri- 
bution among all state-run business employees. 


To improve relations, Deng proposed that the state should allow businesses 
to have more decision-making power and a responsibility system should be 
developed in each business. 


To realize Deng's proposal, it is important to fully develop the country's 
tax system. Tax rates should be set up rationally. The tax system should 
ensure that enterprises can carry out business accounting independently and 
are responsible for financial losses. 


The three standards of a successful reform which Deng made clear in his works 
may also be applied to China's economic reform. That is, the reform must, 

in the economic field, boost productivity and improve the people's material 
and cultural standards; politically, it must promote the people's democracy; 
and in terms of organization, it must activate a large number of younger, 
more competent revolutionaries for the country’s modernization. 
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NATIONAL POLICY AND ISSUES 


CHINA DAILY VIEWS NATION'S URBANIZATION EFFORT 


HK190254 Beijing CHINA DAILY in English 19 Oct 83 p 4 


[Report by staff reporter] 


[Text] Gone are the days when 800 million Chinese peasants were bound to 
land that amounted to only a tenth of a hectare per capita and grew grain 

of which they themselves consumed nearly 57 percent. China's total territory 
measures almost one billion hectares, but only 15 percent of the land is 
arable and most has been put under cultivation. Though the total grain 
output almost tripled in the 30 years after the founding of the People's 
Republic in 1949, the rural population increased by over 60 percent in the 
same period. 


A very distinct advance has been made in China's countryside only recently. 

The rural economy has become more lively and the peasants’ lot much better, 
thanks to the policy changes that have taken place since 1979. Those include, 
notably, an overall rise in farm produce prices, the abandonment of undue 
stresses on production of grains over other crops and on ferming over other 
occupations, and especially the introduction of various forms of responsibility 
system. 


The per capita net income of the peasants doubled in 4 years, and the total 
collective and individual peasant savings in bank deposit and in cash 
surpassed 70 billion yuan at the end of 1982. 


Of deeper significance is the marked increase in rural productivity as a 
result of growing enthusiasm of the peasants now that their income is more 
directly linked with their effort. Thus, nearly 50 million tons more grain 
were harvested in 1982 than in 1978 although some 6.7 million hectares less 
of land were planted to grain crops. And this summer's grain output hit an 
all-time high with another five million tons more than the last. 


Households 
Moreover, about 10 percent of the 176 million rural households have, in the 
meantime, shifted from crop cultivation to other occupations: afforestation, 


livestock breeding, poultry farming, aquatic production, handicrafts, 
commerce, transport and other service trades. Some 30 million able-bodied 
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peasants have joined commune-operated enterprises engaged in processing 
agricultural and sideline products. 


In the more densely populated and better developed areas, the percentage of 
rural households that are no longer engaged in tillage is even higher. 

For instance, it is 15 percent in the Province of Henan and 30 percent in 
Yantai Prefecture on the Shandong coast. In many places, the land is 
contracted to no more than one third of rural households, and this concentra- 
tion of land, obviously only to a limited extent, has been found helpful in 
further improving efficiency through more expert management and mechanization. 


The improved agricultural productivity must necessarily give an added impetus 
to the growth of surplus labour force. It has been estimated that an average 
of more than 10 million young people will join in the nation's rural working 
force every year in the next 20 years. And mechanization will have created 
an additional surplus of 100 million by 1990. 


Centers 


Urbanization seems to have always been associated with industrialization. 
China has so far been able to avoid a too rapid urbanization as has taken 
place in some countries. Of a total non-rural population of 210 million, 

97 million live in 240 cities inhabited by 100,000 or more. The rest are 
scattered in some 3,400 county seats and towns and about 53,000 rural market 
centers. 


Conscious efforts are being made to turn all those smaller places into 
centers for cultural and technical exchanges, and recreation as well as for 
economic activities. In the past 5 years, 1,600 libraries, 50,000 cultural 
and art centers have been built and 100,000 motion picture projecting teams 
organized to serve those growing communities. All those far surpassed the 
corresponding figures in the 1949-78 period. 


The idea is to build up and urbanize those places to attract the growing 
number of country people that have begun to drift away from farming. With 
a few thousand jobs provided at each of those places, hundreds of millions 
of rural people leaving their land will be accommodated right in their home 
regions. To make it possible for people to leave their land with[out] 
having to leave their native places through diversified urbanization may 
yet become a remarkable feature of the Chinese road to socialism. 


CSO: 4020/023 
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NATIONAL POLICY AND ISSUES 


WESTERN ECONOMICS, PRC MODERNIZATION 
HK250911 Beijing SHIJIE JINGJI in Chinese No 9, 10 Sep 83 pp 8-14 


[Speech by Chen Daisun [7115 1486 1327] entitled "Economics of the Western 
World and the Modernization of Our Country,” delivered at the 2d National 
Colloquium of the Institute of Foreign Economic Theories] 


[Text] Today, I would like to discuss ways of handling modern foreign economic 
theo, ies and, in particular, how to handle modern Western economic theories. 


The Historic Mission of Economic Scientists 


We are all familiar with how, in theory, the leaders of the proletarian 
revolution adopt a scientific stance in handling the fruits of our forefathers‘ 
scientific research and pass on with discernment and critical judgment those 
parts which may serve the establishment of the Proletariat's own theoretical 
system. Marx established a shining model for us. As we meet together and 
commemorate Marx, we should study his model and come to understand the essential 
nature of foreign economic theories while, at the same time, understanding those 
parts of such theories which we can use and examine. I believe that in theory 
this should present no problems. Today, as we promote socialist modernization, 
this is not merely an important theoretical question, it is also an extremely 
important practical problem. 


The call for modernization is by no means a new thing. The realization of 
modernization and the transformation of a poor and backward China into a 
glorious, prosperous and powerful nation has been the burning desire and dream 
of all Chinese people for over 100 years. Since the founding of New China the 
CPC has ceaselessly placed this historic task before the Chinese people. How- 
ever, for a very long time after the founding of New China, for reasons of which 
everyone is aware, China's socialist modernization program suffered intervention 
and did not make the progress that it should have, and as a result many valuable 
years were lost. This is something which every Chinese person feels very acute- 
ly. After the smashing of the “gang of four” and in particular after the 3d 
Plenary Session of the llth CPC Central Committee, restoration of order out of 
chaos took place and only then was the socialist modernization program placed 

on the day to day agenda in China, with the fundamental task being the propaga- 
tion of socialist economic modernization, the key to which was the modernization 
of science and technology. We all remember that the documents of the 12th CPC 
National Congress were very clear about the question of modernization of science 
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and technology and stated that we should “increase research and application of 
economic science and management science, and constantly improve standards of 
planning and management of the national economy as well as management standards 
in enterprise." I believe that this represents a challenging problem for China's 
social scientists, especially our economic scientists and that it is also an 
arduous and yet glorious task placed before us. 


Scientific and technological modernization includes two essential aspects. One 
is the modernization of the natural sciences and applied technology and the 
other is the modernization of the social sciences. Neither one of these should 
be ignored or overemphasized. During the process of socialist modernization 
which is focused and centered on socialist economic modernization, economic 
scientists, as an integral part of social scientists, obviously have an extreme 
significant role. Today, in general terms, the social sciences and economic 
science in China are all rather backward and are not suited to the urgent needs 
of socialist modernization. This represents a poignant contradiction. If we 
do not overcome this contradiction as quickly as possible, then speedy develop- 
ment of socialist modernization will not be possible. As far as China's 
economic scientists are concerned, one of their most urgent and arduous tasks 
is to establish as quickly as possible a multi-branch system of economic science 
and management science of a characteristically Chinese natur® and of advanced 
international standards. Only in this way may the enormous tasks assigned to 
China's economic scientists by the 12th CPC National Congress he realized. 


The establishment of a system of highly developed Chinese economic sciences 

of a characteristically Chinese nature and of internationally advanced standards 
requires a great deal of research and creation in many different areas and one 
of the most important of these areas is the study of foreign economic theories. 
If we do not study the history and present state of foreign economic theories 
and if we do not pay keen attention to the direction in which such theories are 
developing, if we do not analyze and judge foreign economic theories and absorb 
their good parts, if we adopt a very narrow view and work behind tightly closed 
doors, then, obviously, it will tot be possible to establish a highly developed 
system of Chinese economic science of internationally advanced standards. Thus 
the duty-bound responsibility of those of our comrades carrying out research 
into foreign economic theories is to realize the principle that foreign things 
can be used for China, to closely integrate research into foreign economic 
theories with the reality of China's socialist economic modernization and with 
the requirements for the construction of a highly developed system of Chinese 
economic sciences. In recent years there have been developments and advances 
in foreign economic sciences almost every day with new sciences, new theories, 
and new schools emerging in a constant stream. As a result, our research is 
still very much lacking. This situation is not fitting for a country as big as 
ours. We must work with a will to make China strong, we must waste no time in 
getting to grips with this battle front. This is the mission that history has 
bestowed on our economic scientists and very single comrades should come to 
appreciate his or her duties and should cherish a sense of urgency, displaying 
no qualms about this historic mission. 


38 








Historical Experiences and Lessons 


In order to carry out effectively research into foreign economic theories and 
accurately integrate this research with the realities of China's socialist 
modernization, our research must adhere to the correct principles of Marxism 
and must also have an accurate guiding ideology. Only in this way will we be 
able to adopt the correct stance toward foreign economic theories and only in 
this way will our research be able to maintain its proper course. Sincz the 
founding of New China, the problems involved in following the fundamental prin- 
ciple have taken us along tortuous and twisted paths. There have been some 
bitter lessons learned. 


In the 1950's, the early years of New China, we adopted the principle of 
studying and learning from the Soviet Union in our practical and theoretical 
work of economic construction. At that time we always used the Soviet model 

and Soviet theories, no matter whether we were dealing with objective economic 
planning or miscroscopic enterprise management and administration, and no matter 
whether we were tackling departments involved in real economic work or univer- 
sities, specialized colleges and research bodies. In general, our principle 

was to copy these Soviet models and principles exactly, instead of analyzing or 
examining them on the basis of China's actual situation and on the basis of the 
concrete reality of China's socialist economic construction and then rejecting 
or accepting them. Facts have proved that the Soviet models and theories are 

a long way from being perfect and there are many aspects of them that require 
reform and change. Even those things which were proved successful and correct 
during Soviet construction are not necessarily suited to the ectualities of 
China or in line with the demands of China's socialist construction. The reason 
for this is that the situation in China is very different from that in the 
Soviet Union. Ignoring the shortcomings in the Soviet model and the Soviet 
theories, disregarding the special situation in China, and as a result, simply 
copying the Soviet model and theories in every detail, does inevitably lead to 
regrettable after effects. In general, socialist modernized economic construc- 
tion is a new concept in the history of mankind which has still not been com- 
pletely solved, thus it is a new concept in social reality, as well as being 

a new concept in scientific theory. History has not as yet provided us with 
all-encompassing and complete practical experiences or theoretical explanations 
in this field. Towards the end of the 1950's, Sino-Soviet relations deteriorated. 
The Soviet Union cut off all economic aid, withdrew its experts, and removed a 
great deal of scientific and technological data and information and thereafter, 
the Soviet Union carried out blockades on China concerning scientific and tech- 
nological material, while some books and publications no longer reached us. At 
the same time, as a result of our practical construction work and theoretical 
research, China was gradually beginning to feel that the Soviet Union's exper- 
fences were not so ideally suited to the situation in China and that the accuracy 
of some Soviet economic theories should actually be questioned. In view of 
these historical conditions, China's actual economic work and her economic 
theoretical work took a new direction, in an attempt to throw off the Soviet 
economic model and cleanse China's economy of the influence of Soviet theories, 
by establishing our own economic models and economic theories. As we all know 
this attempt did not succeed. The reasons for the failure lay not with the 
actual attempt to construct Chinese economic models and economic theories--this 
attempt was absolutely correct--rather, it lay with the fact that “leftist” 
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principles had been in existence for a long time and had managed to suppress 
everything. These "leftist" principles were also to be seen in China's attitude 
in handling the Soviet Union's construction experiences and economic theories. 
It was damaging to simply copy the Soviet Union's models and theories and the 
reasons for this have already been mentioned above, but, a total rejection and 
negation of the Soviet Union's models and theories and a refusal to give them 
any merit whatsoever was also very biased, and was in fact merely going to the 
other extreme. Generally speaking, a comprehensive balance of the national 
economy falls into the category of the socialist economy, and the Soviet Union 
and Eastern European countries, after several decades of such work, did amass a 
great many valuable experiences. The experiences of these several decades in- 
cluded many hard learned lessons, but they also included many good things. To 
condemn out of hand the several decades of construction experiences gained by 
the soviet Union and other Eastern European countries does not reflect an atti- 
tude of seeking truth from facts, in fact it is rather undesirable. 


As far as research into Western economics is concerned, there are some differ- 
ences. Since the 1950's, we have maintained a stance of almost total isolation 
as far as relations with Western economics are concerned. With the United 
States leading the rest of the Western world in a 20 year total embargo on China, 
scientific and technological exchanges were at a standstill. On the other hand, 
we also carried out self-imposed embargoes in the belief that, since Western 
economics was a vulgar school of economics used to explain and defend capitalism, 
there could be nothing of any value in it and thus it was unworthy of research. 
The 10 years of domestic chaos intensified this erroneous belief. Thus, as far 
as the state of foreign economics and the developmental trends of foreign 
economic theories were concerned, we were very much in the dark. 


Towards the end of the 1970's, following the eradication of the closed door 
policy and the implementation of the open door policy in terms of economics, 
China ended its isolationist stance in relation to Western scientific thinking. 
Our contact with, and research into Western economics and the Western economies 
increased day by day and our impressions of, and attitudes toward the Western 
economies and Western economics changed. In concrete terms we moved from un- 
familiarity to a certain degree of understanding and from self-contentment to 
a certain degree of self-questioning--in fact it even went so far as a certain 
degree of unthinking and blind adoration of Western economics. In certain 
senses this last tendency was unavoidable because, on the one hand, as economic 
exchange with foreign countries increased we became even more aware of various 
unsatisfactory phenomena that had existed in China's enterprise management and 
national economic planning for many many years. For example, such problems as 
the proportional balance between investments in capital consturction and fixed 
assets, the speed of development and arrangement of energy and communications, 
industrial enterprise losses, and so on. On the other hand we had for so many 
years lacked sufficient research into Western economics and we knew so little 
that, at the very first contact, it was hard not to feel that it was all strange 
and unfamiliar. However, whatever kind of unavoidable and transitional pheno- 
menon this unsuitable adoration of Western economics might be, we do hope that 
this period of transition will be short and that it will vanish as quickly as 
possible. Similarly, when handling, Western economics we must avoid moving 
from one extreme to the other and we must also avoid out-and-out rejection as 
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well as blind adoration. In conclusion we must bear in mind the lessons of 
history during our research into foreign economics and firmly uphold the method- 
ology of dialectics and avoid any kind of one-sidedness. 


Present Western Economics Cannot Become the Guiding Ideology for China's Sociai- 
ist Modernized Construction. 


When tackling the question of handling foreign economic theories and, in par- 
ticular, Western economic theories, and when discussing the acceptance or re- 
jection of any part of foreign economic theories, we should divide the problem 
into two different questions. One is the question of the essential nature of 
foreign economic theories and the other is the question of the skill of foreign 
economic theories. 


When handling foreign economic theories our fundamental principle should be to 
make China the central part of such studies and to take suitability to the 
situation in China as the rule of thumb or general standard. The situation in 
China can be divided into two basic aspects. On the one hand the country is 
enormous, rich in natural resources, with a large population and yet, at the 
same time, it has a backward economy and its science and technology are not 
sufficiently well-developed. In this particular aspect of China, an outstand- 
ing characteristic is our population of 1 billion, of whom 800 million are 
peasants and the fact that the vast and bountiful natural resources that exist 
in China have not been amply developed and used. The other aspect of the 
situation in China is even more important, namely the socialist system estab- 
lished in the above-mentioned natural environment. In conclusion, China is 
even more important, namely the socialist system established in the above- 
mentioned natural environment. In conclusion, China is a great socialist 
country with a population of 1 billion people, a backward economy, and a low 
level of technology. This, then, is the essential situation in which China 
finds itself today and this is what makes us different from the Soviet Union 
and the other Eastern European countries, and even more fundamentally different 
from Western countries. Because of these special traits, the experiences of 
the Soviet Union, Eastern Europe, and the Western countries in economics must 
be tackled in a selective way, bearing in mind the principle of using foreign 
things to serve China. 


Economics is a branch of the social sciences and there is a difference between 
the use of foreign things to serve China when related to the social sciences 
and when related to the natural sciences. The reason for this is that the 
natural sciences are not in themselves of a class nature whereas the social 
sciences are a reflection of the reality of society and are restrained by 
social systems and are thus of an extremely strong class nature. This is 
especially true of economics. Economics is the reflection of economic reality, 
and the socio-economic system of a country is the permanent premise for deciding 
the essential nature of economics in that system. Economics serves economic 
reality and it also serves the socio-economic system of that economic reality. 
Thus when we talk of the essential nature of economics and when we talk of 
making foreign economics serve China, we must consider value judgments and the 
ethics of economics. 
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In recent years there has been a constant stream of Western economists advocat- 
ing that economics should become a pure science and that it should become so- 
called positivist economics. This kind of positivist economics does not permit 
value judgment and is thus different from the standard economics which such 
people reject and oppose. These advocates say that since standard economics 
involves value judgment, it does not belong to the ranks of the true sciences. 
Economic phenomena and natural phenomena are different. As a social science, 
economics cannot divorce itself from mankind or society and thus cannot divorce 
itself from social value judgment, it cannot keep clear of questions involving 
society, ethics and morals and it cannot become a natural science like such 
sciences as physics, chemistry, or astronomy. The birth and development of 
political economy proves this point. 


The history of political economic theory proves that different socio-economic 
systems have their own different standards of value judgment. The various and 
different economic theories which serve the various and different socio-economic 
systems must also, by necessity, have different standards of value judgment. 
Recent capitalist class economics represents the ideology of industrial capital 
since the end of the 16th century and its judgments of right and wrong and good 
and bad in socio-economic problems use only the interests and losses of the 
capitalist system as their yardstick. Ever since Adam Smith, the basic aim of 
Western economics has been to promote the growth of national wealth. However, 
the basis for the growth of this national wealth is the system of private owner- 
ship of the means of production, engendered by capitalism. Under such a social 
system there are two basic tenets in Western economics, the first being in- 
dividualism and the second being liberalist or laissez-faire economics. The 
common foundation of these two tenets is man's so-called instinct for self- 
interest and profit. In actual fact this is merely the selfish tendency toward 
profit of capitalism itself. In the West, the accuracy of all economic theories 
depends on their suitability to these two tenets. This then is the standard for 
value judgment in the capitalist economic system. This standard is obviously 
different from the standards of value judgment of the feudal system. During 

the feudal Middle Ages the standard for value judgment was the ethic of the 
feudal patriarchal system. This ethic scorned self-interested individualisn. 
The ethic of individualistic striving for personal interests became justifiable 
under the capitalist system. Thus we can see from this the differences in 
standards of value judgment that different social systems have. 


Do the socialist economic system and the socialist economic theories which re- 
flect this system have their own special standards of social value judgment? 

I personally believe that the answer is yes, they do and they should. The 
basis of the socialist economic system is the public ownership of the means of 
production. This kind of system of ownership thus defines that the standard of 
value judgment for the socialist system and socialist economics be a collecti- 
vist ethic and an economic world view based on state economic interventionism 
centered on planning. These two things may be said to be the two basic princi- 
ples or tenets of the standards of socialist’value judgment. This kind of 
standard of value judgment is in sharp contradiction to the standards of value 
judgment of the capitalist system outlined above. On the basis of this standard 
of vaiue judgment, This kind of standard of value judgment is in sharp contra- 
diction to the standards of value judgment of the capitalist system outlined 
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above. On the basis of this standard of value judgment, socialist economics 
does not merely strive to increase and develop national wealth, it is also 
extremely concerned with the foundation of inter-human production relations 
based on equality and the principle of fair distribution of the national wealth. 
In other words, it is primarily concerned with the elimination of the odious 
system of human exploitation. Thus, economic growth or increases in the national 
wealth are not the only aims of socialist economics--these things only illustrate 
a part of the essential nature of socialist economics are so fundamentally 
different, one may say that by looking at the nature of the entire system, 
Western economics is vulgar. The economic model that it used to outline the 
developmental path of capitalist economics can never become the developmental 
model for Socialist China, and furthermore, the basic principles of Western 
economics can never become the guiding ideology of China's socialist economic 
modernization. This then, is the first question that needs to be answered, 
concerning the handling of Western economics--namely, the essential nature of 
Western economics. 


Because of the fundamental differences in socio-economic systems, not only can 
China not use the theoretical foundations of Western economics as its guiding 
ideology in carrying out socialist economic construction and drawing up economic 
and social development strategies, economic policies and principles, but, in 
addition, China may not indiscriminately copy Western formulae relating to 
certain concrete policies. A couple of years ago, a foreign economist came to 
visit Ciiina and while he was here he asked me whether, at present, China was 
using financial measures or currency measures. At that time, by chance, we had 
invited Professor Friedman of the University of Chicago to visit China. In the 
eyes of some Western economists, China is apparently not listening to Keynes, 
but it is listening to Friedman. My reply was that if finance and currency 
policies are regarded as measures or tools, then we would without doubt make 
use of them. In actual fact »e have our own financial and currency policies, 
such as the national debt policy, taxation policies, interest policies and 
various other currency measures. However, if financial policies are understood 
as being Keynesian financial policies of state subsidy investments, as a result 
of insufficient demand for social commodities because of shortages of private 
investments, and if currency measures are understood as being the potential 
restoration of the free economy, as advocated by Friedman, requiring only a 
control of the amount of currency in circulation as a means of stabilizing the 
economy, then, China cannot use such measures. The reason is that China is 
not in a position to use such measures. In China, investments are controlled 
through state planning and there is no question of increasing government in- 
vestments in order to subsidize insufficient private investments. Furthermore, 
the laissez-faire economic freedom which Friedman advocates does not exist in 
China either, and thus there is no need for restrictions on the monetary supply, 
as Friedman advocates, in order to control the economy. Hence we cannot use 
Western economic ideas, either as a principle, or in the form of concrete 
policies, as our guiding ideology. 


Make Use of Effective Parts of Western Economics To Speed Up The Progress of 
Socialist Modernization in China. 


We have already pointed out that as a theoretical system, Western economics 
cannot be a guiding ideology for drawing up China's economic and social develop- 
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ment strategies, policies and principles. However, this does not imply there 
are no parts of Western economics that we may consider or make use of. It is 
very one-sided to consider, as was done in the past, that all Western things 
are useless, damaging, reactionary, and even revisionist, that Western things 
should be avoided at all costs, and that we should never have anything to do 
with Western things. Naturally, we are not advocating blind acceptance and 
wholesale copying, but we should come to appreciate that present Western 
economics does in fact contain some things which we could selectively use. 


I believe that in principle, this way of handling Western economics is accept- 
able, but the problem is to know which parts of Western economics we should 
select and this question has, as yet, not been completely solved and thus still 
requires further consideration and assessment. However, it does appear that 
we can be certain of one thing, namely that in the following five areas of 
economics, Western economic research does indeed have a contribution to make 

to China's socialist modernization program. 


1. Research into enterprise and business management and administration. This 
includes enterprise organization, labor management, the effective utilization 
of energy resources and raw materials, technology reform, rennovation of pro- 
ducts and product variety, the relationship between product quality and the 
market, product cost accounting, economic surveillance and auditing, and so on. 
In recent years, many colleges and institutes in China have been setting up 
special courses in economic management while there has been considerable 
borrowing from the Western world in terms of relevant knowledge and understand- 
ing in this science. There are more than 300,000 industrial enterprises in 
China but enterprise organization and management is not very good while admin- 
istration is backward and economic results are low. This situation is closely 
connected to the fact that in the past we did not pay serious attention to the 
economic sciences, especially research into administration and management 
sciences. Over the past few years there have been comrades who have expressed 
various opinions indicating that we do not need to import foreign knowledge and 
experiences in the field of management and administration, and that we should be 
able to be self-sufficient in this field. This may sound very impressive and 
good but if we start by importing foreign knowledge and understanding of manage- 
ment and administration, then development in this area wili be even quicker and 
perhaps even better. Naturally, we must be analytical when we consider foreign 
knowledge of management and administration and we should be selective about 
choosing those parts which are suitable for China. 


2. Research into macroscopic economic planning management. Macroscopic 
economic planning management is basically composite planning management of the 
national economy and, in its broadest sense, it also falls into the category 

of economic management. Above, I have already discussed the fact that in 
principle the composite planning of the national economy is a category of the 
socialist economy and that the Soviet Union and the Eastern European countries 
have amassed several decades of experiences in this field, a great deal of which 
is useful to us. As for Western economics, there have also been very fast 
developments in this area over recent years, and again, a great deal of this is 
worth our consideration and application. Perhaps the best model which should 
be propagated is “investment-output analysis." This involves research into 











problems which exist between all the various production sectors as weli as the 
internal structures of the sectors. When Professor Leontief created this method 
of analysis, the target of his research and work was of course capitalist 
economics and the theoretical absis for the methodolgy was Wallis’ general 
theory of equilibrium and Keynes’ analysis of total quantity. However, he 

used mathematics to set up large-scale simultaneous equations and carry out 
analytical research into the mutual dependency and restrictions of production 
and distribution between each sector of the national economy and within the 
internal links of each separate sector. This method of analysis can be used 

to examine capitalist economics and it can also be used as a tool to examine 
socialist economics. In 1982, Prefessor Wallis accepted an invitation to visit 
Beijing University. Before he left he said that he hoped that “investment- 
ouptut analysis” could be of use to socialist economics. I believe that this 
method of analysis can be of use in the socialist planned economy and that 
perhaps it may be of even greater use and have wider applications than in a free 


economy. 


3. Research into Western microscopic economics and market mehcanisms. We have 
now already made it clear that the principle for the development of China's 
national economy is a system centered on the planned economy with market 
adjustments as subsidiary. This means that on the premise of upholding the 
principle of the planned economy, we do admit to certain regulatory roles of 
market mechanisms. There is a great deal of analysis and research that has 

been done on the market mechanisms of Western microeconomics that could be of 
great use to us. It is especially worth considering analytical work on such 
categories as supply and demand, prices and sales, and competition and monopoly, 
and this will help us in our research into ways to exploit the market's regula- 
tory and auxiliary role in the planned economy. At the moment, we have come 

up against a great number of problems related to the market, such as the question 
of price, which is closely connected to the relationship between supply and 
demand. As far as market supply and demanc is concerned, a great deal of work 
has been carried out in Western economics over a number of years and as a result, 
a considerable amount of experience and knowledge has been amassed. In this 
respect we ourselves have done too little in the past and thus we lack under- 
standing. In order to fill these gaps in our understanding we should not re- 
fuse to carry out research into the contents of Western microeconomic work on 
market mechanisms. 


4. Research into economic mathematical methodology and the extensive use of 
mathematical methods of analysis represent one of the most important develop- 
ments in Western economics over the last few decades. Western economics 
emphasises quantitative analysis and a great deal of work and experimentation 
has been done in this area over the last few decades. The development of 
electric calculator technology has provided unprecedented possibilities for 
the application of economic mathematical methodology and has also helped to 
stimulate development in this area. Perhaps the most outstanding area of re- 
search has been calculative economics. For a great many years we only tended 
to concentrate on qualitative analysis and we ignored quantitative analysis. 
More recently we have come to appreciate the importance of the latter and thus 
we have begun to put more emphasis on quantitative analysis. The year before 
last, China invited a foreign professor to hold a summer semester of lectures 
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on quantitative economics in the Summer Palace at Beijing. Im addition, the 
Academy of Social Sciences has also set up a suitable research institute to 
deal with this area of study and thus we can see that there has now been a 
considerable amount of development in this field in China. Of course there 

@re still those today who criticize quantitative economics and say that it 
replaces knowledge with mathematics and understanding with calculations. In 
actual fact mathematics was originally a tool and the modern calculator is 
really nothing more than a modern-day abacus. If we do not use this kind of 
calculator merely because it is used by the capitalist classes, we really have 
no justification. Of course we are opposed to the trend toward the indiscrin- 
inate use of mathematics and we also are opposed to mathematical amusements and 
games. Last year a Chinese American economist I know very well returned to 
China for a visit and I asked him whether or not he used quantitative economics. 
He replied that he wrote an article on quantitative economics once a year with 
the aim of explaining to others that he was someone who understood quantitative 
economics. However, he also said that he did not believe that quantitative 
economics could replace everything. In another case, a famous Japanese econo- 
mist who also adheres to the mathematical model visited China several years 

ago and when he was here some comrades asked him which of the models he had 
used he believed in. He replied thet many of the models he had used had failed. 
He went on to say that the construction of models is useful and necessary and 
should not be ignored but one should not have blind faith in any one of then. 

I believe that this is very true. Quantitative economics is useful and thus 

we should use it but we should not blindly adhere to it. 


5. Research into some questions related to the theory of the so-called “post- 
industrial society." In recent years, many Western economists have been doing 
a great deal of research into the theory of the “post-industrial society" and 
exposing many of the ills of Western industrialized society, such as the exhaus- 
tion of natural resources, environmental pollution, ecological imbalances, uneven 
distribution, social crises, and so on. On the one hand these problems have 
been created by the capitalist system while on the other hand they are also 
products of industrialization itself. As a result of the latter, any country 
moving towards industrialization will come up against these problems when its 
economy rea s certain stage of development. For example, the problem of 
environmen’ lution exists in the capitalist system and also in our social- 
ist society. vupitalist society has not yet solved these problems but the fact 
that Western economists have brought them up should be a warning to us. Be- 
cause of the superiority of the socialist system we \ave the potential to solve 
these problems in a much better way than capitalist society. Thus the Western 
theory of the “post-industrial society" should provide us with a certain in- 
spiration and we should examine it and learn from it. We must adopt effective 
measures to promptly prevent and eradicate these ills. 


Modern Western economics has made some useful progress in varying degrees in 
the above few areas and we should learn from those parts which are useful to 
us. In addition to the above-listed areas there are perhaps other fields 
awaiting our continued examination and research. 


In conclusion, as far as the use of modern Western economics for China's 
economic modernization is concerned, we must on the one hand, remain vigilantly 
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avare of the fact that there are fundamental differences between the present 
Western economic system and our own and that as a result, modern Western 
economics as a theoretical system cannot represent the guiding ideology of 
China's modernized economic construction. On the other hand, we aust also 
bear in mind that in certain concrete areas of research and in certain research 
methods and measures, present Western economics does have some areas worthy of 
our consideration and we should study these areas and use them selectively. 
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NATIONAL POLICY AND ISSUES 


TRAVE UNION SPOKESMAN ON NEW CONSTITUTION 
0W230938 Beijing XINHUA in English 0826 GMT 23 Oct 83 


{[“Commentary: Union Constitution Protects Worker Rights, Interests"-- 
XINHUA headline] 


[Text] Beijing, 23 Oct (XINHUA correspondent)--Acting as the guardian of 
workers’ rights and interests is the prime task of all Chinese trade unions 
while working for China's modernization, says the new trade union consti- 
tution adopted today at the Tenth National Trade Union Congress. The 
constitution urges unions to fight against bureaucracy, unhealthy tendencies 
and criminal and other offences detrimental to socialism as a means of 
protecting the workers’ rights and interests. When workers’ lives are 
endangered by working conditions, the trade unions have the right to 
evacuate them from worksites in defiance of orders by the enterprise 
leadership, says a spokesman for the All-China Federation of Trade Unions. 


He explained that the new constitution provides that the unions have the 
duty to help ensure workers’ weltare and concern themselves with improving 
working conditions to ensure labor safety and protect the workers’ health. 
He foresaw the possibility of small-scale, partial strikes--strikes usually 
lasting for very short periods--breaking out spontaneously, mostly when the 
reasonable demands of workers were blocked after exhausting all normal means 
due to bureaucracy and unlawful practices. In such a case, the union 
organization will cooperate with the government and the enterprise in making 
investigations to meet the justifiable demands of the striking workers 
without affecting the overall interests of the society. Chapter 6 of 

the constitution cbliges union leaders to uphold principle and fight against 
bad people and bad actions. It provides that union members “may demand that 
union organization provide protection when their legitimate rights and 
interests are -ncrvached upon.” 


Meanwhile, the constitution gives the workers the right to demand that 
their union organizations report their criticism and proposals on state and 
social life to the proper authorities. Workers’ congresses, by means of 
which the rank-and-file entrust their representatives with the power to 
examine major issues of enterprise management and make decisions on questions 
concerning their vital interests, are the fundamental form to exercise 
workers’ democratic rights. The constitution calls on trade unions to 
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organize the workers to participate in the country’s economic transformation, 
which includes the establishment and improvement of workers’ congresses in 
enterprises. Trade unions are also empowered to “supervise over the 
implementation of laws, decrees and rules and regulations of labor protec- 
tion, labor safety technology and industrial hygiene.” Unions will pay 
Special attention to “safeguarding the legitimate rights and interests of 
women workers and fighting against discrimination against and maltreatment, 
torture and persecution of them.” They will do a still better job of labor 
protection for women. This is another point the previous constitution failed 
to mention. 


In socialist China, said the spokesman for the All-China Federation of 

Trade Unions, the interests of the working class are identical with those of 
the party and the state. Nevertheless, the division of labor and diversifi- 
cation of economic undertakings do create special interests. The workers’ 
special interests--sometimes even their vital interests--are likely to be 
encroached upon by bureaucracy, unhealthy tendencies and unlawful practices. 
“The workers voluntarily join unions just because they need to protect 

their legitimate rights and interests,” the Union Federation spokesman said. 
The new constitution shows that “we have correctly summed up past experience 
by rectifying the overemphasis on the identity of interests to the neglect 
of the workers’ special interests," the spokesman said. In capitalist 
countries, he continued, workers use the right to strike which they won 
through hard, bitter struggles to fight against capitalism and protect 

their own interests. But in socialist China, the workers are the masters 

of the country and enterprises. So strikes affect not only the interests 

of the country and enterprises but also harm the workers’ own interests. 
"Because of this," he said, “we do not stand for the use of strikes.” 

The new trade union const'tution does not mention the right to strike, 

nor does China's Constitution, “but this does not mean that all strikes are 
illegal,” he said. 
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NATIONAL POLICY AND ISSUES 


COMMENTARY ASSESSES NEW TRADE UNION CONSTITUTION 
0W230858 Beijing XINHUA in English 0815 GMT 23 Oct 83 


["Commentary: New Union Constitution Stresses Independence in Union Work"-- 
XINHUA headline] 


[Text] Beijing, 23 Oct (XINHUA correspondent)--Independence in work by 
the trade unions is a salient feature of the new constitution adopted today 
by the Tenth Chinese National Trade Union Congress. 


Participants at the congress have described the new union constitution as 
an example of China's expanded socialist democracy. "The constitution 
will enable trade unions to play a still bigger role in state affairs, in 
the country’s economic, cultural and social development and in enterprise 
management,” one speaker said. 


The Ninth National Trade Union Congress held in October 1978 adopted a 
constitution marked by ultra-leftism, delegates said. 


The new "Constitution of the Trade Unions of the People's Republic of China” 
differs from that adopted at the previous congress in the following ways: 


--The general program of the new one defines the trade unions as “voluntary 
mass organizations of the working class under the leadership of the Chinese 
Communist Party." While following the Communist Party's political line and 
program and carrying out its principles and policies, it says, trade unions 
must “do their work independently and in a responsible manner, proceeding 
from their own characteristics as mass organizations." 


Independent union work was not mentioned in the old constitution, which 
stressed the need for unions to follow party leadership. 


--The new union constitution calls on unions to "follow and uphold the 
constitution and laws of the country" and “act as the main pillar of the 
people's democratic dictatorship.” It stresses the need for unions, while 
acting on their behalf, to “get the workers involved in managing state and 
social affairs and economic and cultural undertakings." Unions have the 
duty to support what is right and oppese what is wrong, and fight against 
bureaucracy and other unhealthy tendencies. 
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While describing the unions as the “pillar of the political power of the 
People's Republic of China," the old constitution stated worker participation 
in the management of state affairs and economic and cultural undertakings 

in vague terms, nor did it speak of the union right to fight against 
bureaucracy. 


The new constitution also stresses union organizational independence, 
describing trade unions across China as a unified, integral whole: 


-~It provides that union locals, while working independently under the 
leadership of the party organizations at the corresponding levels, are 

led by union organizations at the next higher level. Legal advisory offices 
may be set up for union organizations at and above county level to protect 
their legitimate rights and isierests. Article 14 of the constitution 
provides that “establishment or dissolution of a union organization must 

be submitted to a general membership meeting or a meeting or congress of 
worker representatives and reported to the higher union organization for 
approval.” 


--Article 9 prohibits any unit or individual to use compulsion in elections 


of trade union committees. Without the approval of higher union organizations, 
union cadres cannot be transferred to other jobs. 


--Entitled "Union Cadres and Union Activists,” Chapter 6 of the new consti- 
tution was not found in any of the previous constitutions. It provides that 
union leaders and functionaries must work hard, pay heed to criticism, speak 
up for the workers and serve their needs. 


When ultra-leftism held swing in the past, even the handling of the day-to- 
day union work was subjected to party control. 


The new constitution, delegates to the current congress said, is a victory 
of the party's fight against past leftist errors. 


The previous congress was held not long after the chaotic cultural revolution 
was brought to an end with the overthrow of the gang of four in October 1976. 
The influence of ultra-leftism was yet to be eradicated. 


Two months later, the third plenary session of the llth Party Central 
Committee was held and efforts began to correct past errors. 
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NATIONAL POLICY AND ISSUES 


OFFICIAL FIGURES VIEW NEEDS OF WORKERS MOVEMENT 
LD212333 Beijing XINHUA in English 1431 GMT 21 (ct 83 


[Text] Beijing, 21 Oct (XINHUA)--"The trade unions should speak for the 
workers and serve their needs and uphold their legitimate rights and 
interests," said Ulanhu, vice-president of the People's Republic of China, 
in an interview with the WORKERS’ DAILY. 


The paper carried three interviews over the past few days. Wang Zhen and 
Li Weihan also offered their opinions on China's workers’ movement on the 
occasion of the convocation of the 10th National Trade Union Congress. 


The vice-president, of the Mongolian nationality, said: "It is our great 
historical task to expand the minority nationality contingent in the 
working class." 


"Only with their own contingent of workers can all the nationalities in 
China achieve prosperity, said 76-year-old Ulanhu, who is also a member of 
the Political Bureau of the Central Committee of the Chinese Communist Party. 


He called for employment of more minority nationality workers and cadres, 
and improvewent of their technical and managerial skills. 


Ulanhu urged workers of all nationalities to unite closely to make China a 
modern, powerful s*cialist country with a high level of democracy and 
civilization. 


Wang Zhen, member of the Political Bureau of the CPC Central Committee, 
said he was convinced that the 10th National Trade Union Congress would 
serve to mobilize the workers to work for better economic results, a higher 
level of living and a higher standard of socialist ethics. This would speed 
China's modernization. 


The party Central Committee places high hopes on the 110 million Chinese 
workers because they are the main force in the modernization drive, said 
75-year-old Wang Zhen. 
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"What must be done first is to improve economic results,” he said, adding 
that this requires a high sense of responsibility on the part of the workers 
who are masters of the country. 


"The working class is farsighted and selfless and acts collectively. It 
is disciplined, valiant and most thorough in making revolution,” he noted. 


"We must carry forward these fine qualities and traditions, oppose the 
bourgeois tendency of liberalism and transform the society according to the 
advanced ideas of the working class," he said. 


"Intellectuals are indispensable to China's workers’ movement. Without 
revolutionary intellectuals, there would be no revolutionary workers’ 
movement,” said 87-year-old Li Weihan, vice-chairman of the Central Advisory 
Commission of the Chinese Communist Party. 


He said the workers’ movement in China was initiated by workers and Marxist 
intellectuals. After joining the Communist Party, many intellectuals 
helped organize workers’ peasants and students movements, he continued. 


Many party and state leaders of the older generation, including Comrade 
Mao Zedong, were organizers of the workers’ movement, he said. 


"Intellectuals are part of the working class. So workers must strengthen 
their unity with intellectuals in the nation's modernization effort,” he 
noted. 


"I think that a solid worker-peasant-intellectual alliance is the basic 
force in the patriotic united front led by the Chinese Communist Party,” 
Li Weihan said. 


He pointed out that the revolutionary cause grows and flourishes when the 
vorkers' movement is integrated with the intellectuals. 
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NATIONAL POLICY AND ISSUES 


ADDITIONAL INFORMATION ON COMPOSITION OF TRADE UNIONS EXECUTIVE COMMITTEE 
0W271912 Beijing XINHUA in English 1250 GMT 27 Oct 83 


[Text] Beijing, 27 Oct (XINHUA)--The 10th National Trade Union Congress 
today elected a new Executive Committee for the All-China Federation of 
Trade Unions (ACFTU). 


The committee consists of 241 members and 83 alternate members. They are 
trade union leaders and activists, advanced and model workers with schooling 
and professors and experts whose work relates to trade unions. 


Members and alternate members of the committee were recommended by trade 
unions at the grassroots, local trade wnions and industrial trade unions 
through consultation, according to an ACFTU spokesman. The Presidium of 
the 10th National Trade Union Congress forwarded a draft list of candidates 
for discussion by delegates to the congress. Then the Presidium decided 
the list of candidates for election, the spokesman said. 


Eight delegates from Sichuan Province were elected to the Executive Committee 
of ACFTU and five alternate members, said Wang Zhenjiang, president of the 
Sichuan Provincial Trade Union Council. Trade unions at the prefectural 

and city levels recommended 20 candidates. Meetings were held by the 
provincial Trade Union Council in the work units of each recommended 
candidate to solicit the opinions of workers. The candidates must be 
willing to serve the needs of their fellow workers, Wang said. 


The 10th ACFTU Budget Examination Committee was also elected at today's 
plenary session. 


The 10th National Trade Union Congress opened on 18 October and is scheduled 
to close on 29 October. [Beijing XINHUA Domestic Service in Chinese at 
1444 GMT on 27 October transmits a report on the election of the new 
Executive Committee and Budget Examination Committee of the All-China 
Federation of Trade Unions by the 10th National Trade Union Congress. The 
report reveals that among the new Executive Committee members are 204 trade 
union workers, 64 advanced models, 36 experts in scientific-technological, 
cultural-educational, public health, sports, and other fields, and 20 from 
other circles. There are 94 female members and 42 members of minority 
nationalities. Among the members, 122 have college-education background, 
and their average age is 45.2, or 7 years younger than the members of the 
preceding term. Eighty-six members are younger than 35, the youngest being 
20 years old. According to the same report, the new Budget Examination 
Committee is composed of 42 members. ] 


CSO: 4020/023 





NATIONAL POLICY AND ISSUES 


GONGREN RIBAO HAILS TRADE UNION CONGRESS CONCLUSION 
0W301027 Beijing XINHUA in English 0751 GMT 30 Oct 83 


[Text] Beijing, 30 Oct (XINHUA)--China’s 10th National Trade Union Congress 
that closed here yesterday is one of the important meetings in the history 
of the country’s workers’ movement, says today's WORKERS’ DAILY editorial. 


The congress calls on the Chinese working class to play a leading role as 
master of the country in building socialist material civilization, culture 
and ethics. The call is issued at a time when China's workers’ movement 
has entered a new stage, it writes. 


The workers and staff across the country must fully realize their historical 
mission and strive to raise their political understanding and improve their 
abilities for socialist construction, so as to become the most advanced 
social force propelling history forward, it says. 


At present and in the days ahead, the editorial notes, the Chinese workers 
are faced with two major tasks. First, they should develop production 
potential and improve economic results in their enterprises and help 
increase state revenue. Second, they should stand at the forefront in the 
fight against ideological contamination, that is, expose and criticize the 
decadent and reactionary thinking cf the bourgeoisie and other exploiting 
classes. At the same time they should also overcome among their own ranks 
unhealthy tendencies. 


On the functions of the trade unions during the new era, the editorial says, 
the congress set forth a clear-cut guiding principle. All union activities 
must be centered around the four modernizations drive. They should do 
things on workers’ behalf and protect their legitimate rights and interests. 
On the other hand, they should educate the workers in patriotism, collec- 
tivism, socialism and communism. 


The editorial urges leading union cadres at all levels to work harder to 


create a new situation in the workers’ movement to make greater contributions 
to the country's modernization drive. 
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LOTH NATIONAL TRADE UNION CONGRESS CLOSES 29 OCTOBER 
0W291221 Beijing XINHUA in English 1145 GMT 29 Oct 83 


[Text] Beijing, 29 Oct (XINHUA)--China’s 10th National Trade Union Congress 
closed here today upon completion of its 12-day agenda. 


Gu Dachun, vice-president of the All-China Federation of Trade Unions 
(ACFTU), said at the closing ceremony that the congress marks a new stage 
of development for the workers’ movement in China. 


He called on the more than 110 million workers and staff across the country 
to fulfill their historical duties and make contributions to China's 
modernization program. 


The closing session was presided over by Ni Zhifu, president of the ACFTU. 


Party and state leaders Hu Yaobang, Deng Xiaoping, Peng Zhen, Deng Yingchao, 
Ulanhu, Wan Li and Xi Zhongxun were photographed with the delegates before 
the session opened. 


At today's meeting flags of merit were issued to 116 advanced grassroots 
trade unions and 990 advanced trade wnion groups, and medals and certificates 
of merit to 1,116 outstanding trade union workers and 8,846 outstanding 
trade union activists. 


A decision of the federation says that these collectives and individuals 
have contributed to upholding workers’ legitimate rights and interests, 
raising their political consciousness and improving their educational and 
technical levels. 


Young pioneers in the capital presented bouquets to the congress and 
congratulated the congress on its successful conclusion. 


After the congress, delegates will attend meetings held by central departments 


of industry, transport, capital construction, science and technology, culture, 
education and public health. 
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NATIONAL POLICY AND ISSUES 


HU YAOBANG TOUR OF NORTHWEST CHINA DISCUSSED 
HK261109 Beijing LIAOWANG in Chinese No 9, 20 Sep 83 pp 2-6 


[Article by Zeng Jianhui [2582 1696 1798]: "A Visit to the Northwest Plateau-- 
Random Notes Written While Accompanying Comrade Hu Yaobang on His Visit to 
Gansu and Qinghai") 


{Text] The West-bound trains left Beijing as darkness was approaching. On 
Saturday evening, 10 July, and after a whole day's work, Comrade Hu Yaobang 
began his study and inspection tour of the Northwest Plateau, with the route 
covering as much as 10,000 li. The whole tour was carried out at grassroots 
level in Gansu and Qinghai Provinces on the loess plateau, more than 2,000 meters 
above sea level and Qingzang Plateau, which is situated more than 3,000 meters 
above sea level. We were informed by comrades in Qinghai that an extra 1,000 
meters above sea level would decrease the content of oxygen in the atmosphere 

by 10 percent. Members of the entourage of Comrade Hu Yaobang began to feel 
umnvel] because of the reaction to high altitude in some places more than 

3,000 meters above sea level; and yet the 68-year-old Comrade Hu Yaobang carried 
out his work tirelessly. He contacted widely the broad masses of cadres and 
people of various nationalities and they studied together the question of how 

to exploit localities. 


The tour included more than 3 days in Gansu followed by 10 days in Qinghai, then 
4a return to Gansu to spend another 3 days, and a l-day stopover in Yenan on the 
way back to Beijing before returning to the capital on 6 August. In fact it 

was Comrade Hu Yaobang's second visit to the Northwest this year. He made the 
first visit in May this year on his way back from Romania and Yugoslavia and he 
carried out study and inspection in some places in Xinjiang. While he was 
visiting Xinjiang, he put forth the great strategic task that, by the end of 
this century and early next century, the key exploitation of the economy in China 
would naturally be shifted to the wide northwest regions. He said that this 
strategy is not his personal understanding, it is shared by all other leading 
comrades on the CPC Central Committee. Therefore, it can be said that his visit 
to Gansu and Qinghai Provinces in fact represented a further study of the 
question of exploiting the northwest region and shifting the state key construc- 
tion projects to the northwest. 
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Great Hopes for Qinghai 


Qinghai Province was the key to his inspection and study tour. The province is 
situated in the northeastern part of the “roof of the world”--Qinghai-Xizang 
Plateau--and most regions are 3,000 to 5,000 meters above sea level. During 
ancient times, these regions were a western area of military conflict. During 
the Han Dynasty they were under the control of the people of the Qing tribes, 
during the Tang Dynasty they were under control of the Tibetan regime, and 

during the Ming Dynasty they were under the control of the western Tibetan 

regime and it was not until 1928 that these regions were formed into Qinghai 
Province. In ancient times, these regions witnessed countless wars among 
nationaliiies. d#istorically, a number of scholars have described the regions 

in connection with these wars. For example, Liu Zhongyong, a poet of the Tang 
Dynasty, wrote these passages in his poem "Prelude to Liangzhou": "He traversed 
thousands of miles to reach Guan Shan, but when he looked at the mountain, he 

was wet with tears; Qinghai City is desolate, with only the moon in the sky; there 
is no vitality in deserts.” Such a description brings people nothing but feelings 
of solidariness in a dead environment; it may as well make people reluctant to 
visit the place. But the situation of this province today is absoiutely dif- 
ferent from what it was in the old days. As the entourage of Comrade Hu Yaobang, 
we, together with him, took off aboard a plane from Lingxia in the southern part 
of Gansu Province, flew into Qinghai Province, and landed in the capital of Hainan 
Zang Autonomous Prefecture, a newly arising town in grassland called Qiabugia 

in Gonghe County at the southern part of Qinghai Lake. During the 10 days in 
Qinghai, Comrade Hu Yaobang visited three out of the six autonomous pre fecutres-- 
Hainan Zang Autonomous Prefecture, Haibei Zang Autonomous Prefecture, and Haixi 
Mongol and Kazak Autonomous Prefecture Xining City, Haidong Region and the central 
part of the Chaidamu Basin, which is one of the three biggest hinterland basins 

in China, on a route as long as more than 2,000 ka. 


It was Comrade Hu Yaobang's first study tour of Qinghai Province. During the tour, 
he talked to us on a number of occasions about the famous dictum of General 

Zhao Chongguo of the Western Han Dynasty (who was once stationed in the northwest 
for a long period). This dictum says: “Seeing for oneself is a hundred times 
better than hearing from others." And Comrade Hu Yaobang said that his visit was 
to “see for himself” Qinghai Province and the wide northwest. 


In the afternoon of the day of our arrival in Qiabugia Town, Comrade Hu Yaobang 
listened to a work report on Hainan Autonomous Prefecture. Having listened to 
this report, he drove to visit Longyang Gorge in the upper reaches of the 
Huang He, more than 1,000 km from the town. A huge hydroelectric power station 
is under construction there and it will be one of the biggest power stations 

in the country. The vehicles drove south along the Daobang-Gaxi highway that 
tortuously stretches up and down amid cliffs, with little trees and grass to see. 
But after covering this part, we saw slopes covered in green. We continued our 
journey and the vehicles climbed a steep mountain from where we looked down to 
the left. We saw the Huang He like a big white chain dashing out from among 
cliffs and rushing into the blue Ping Hu. At the foot of this mountain there 
are a number of construction projects and other buildings; they are the work 
sites of the construction of the hydroelectric power station and a newly built 
town. 
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On the evening of our arrival, Comrade Hu Yaobang was very glad to listen to 

a report made by builders’ representative of the power station. The Longyang 
Gorge hydroelectric power station, which has been described as the facility 

to “bind the dragon's head of the Huang He” is 140 km from Xining. The water 
of the Huang He in this section is clear and it rums along the dozens of li of 
gorge and dashes east from the construction site. The upper reaches of the 
river are more than 900 km long, from Longyang Gorge to Qingtong Gorge in 
Ningxia Province, and this section has been described as being rich in the 
water resources of China. The natural water head in this section is as high 
as 1,324 meters and it can be exploited in the way of building 15 dams, the 
Longyang Gorge construction representing the first dam. The Longyang Gorge 
dam is designed to be 177 meters in height, so far the highest dam in the 
country. When completed, the reservoir will have a total storage capacity of 
26.8 billion cubic meters; the generating capacity of the station will be 

1.28 million kilowatts and it will be able to supply am average of 6 billion 
kilowatt-hours of electricity annually. This figure will surpass the figure 
for the Liujia Gorge hydroelectric power station, which is so far the biggest 
in the country. Longyang Gorge power station will be completed in 1988-1989, 
to supply electricity to Qinghai and provide rich energy resources for the 
exploitation of northwest China. Comrade Hu Yaobang praised the builders of 
the projects as hardworking unknown heroes. Early the next morning, he was 
invited by leading comrades of the projects to write an inscription on the 
dining hall table. And he wrote: "Salute to the comrades who are contributing 
their efforts to harness the Huang He and create happiness for the Chinese people!" 
He then delivered a speech to the builders and visited the construction sites, 
where the builders were working enthusiastically. He encouraged them to work 
still harder and to build well the Longyang Gorge projects, which are a giant 
construction that will be very helpful in realizing the modernization program. 


The construction of the Longyang Gorge power station served as an example that 
Qinghai Province has rich energy resources. We were told by comrades in 
Qinghai that the province is really rich in energy resources. They said that 
the potential hydroelectric power capacity of the province is 20 million kilo- 
watts, coupled with rich reserves of coal, oil and natural gas. The plateau 
has long hours of sunlight to provide the province with rich solar energy 
resources that can hardly be found in the rest of the country. All these re- 
sources represent basic conditions for exploiting the province in a big way in 
the future. 


We left Longyang Gorge and continued our journey. The vehicles drove through 
mountains and we came to a wider hilly area. Both sides of the road were 
sporadically dotted with low hills covered with green and among these hills 
there were plots of rape with yellow flowers and green wheatfields and this 
scenery makes people think of the spring scenery in places [word indistinct] 

of the Changjiang. At the foot of these hills were tents of herdsmen of the 
Zang nationality, with smoke curling upward from the flat roots of the houses, 
which are made of earth. This is typical scenery of the Qinghai-Xizang Plateau. 


The vehicles continued heading west along the Qinghai-Xizang highway and entered 
a plain stretching beyond the horizon. Qinghai Lake is surrounded by this plain, 
which seems to be covered by a thick and boundless green carpet, and fiocks of 
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white sheep and black yaks were moving slowly as they grazed. We stopped at 

a place where Princess Wen Cheng of the Tang Dynasty was said to have stopped 

on her way to Xizang and Comrade Hu Yaobang visited the Jiayi production brigade 
of an animal husbandry team of Zang nationality. A 39-year-old herdsman by the 
na®te of Taxinjia invited Comrade Hu Yaobang and members of his entourage, 
including Yang Jingren, vice chairman of the CPPCC, Xiao Hua, political commissar 
of the Lanzhou PLA units, Zhao Haifeng, secretary of Qinghai Provincial CPC 
Committee, and Li Zigi, secretary of Gansu Provincial CPC Committee, into his 

big tent made of yak wool. They all sat down on a carpet and chatted. Comrade 
Hu Yaobang had buttered tea while he was inquiring into the production situation 
of the brigade. He was informed that the production brigade began to introduce 
the production responsibility system this year. While the average per capita 
income was 290 yuan last year, the income this year is expected to reach 320 yuan. 
Taxinjia also said that the party's policies implemented foliowing the 3d Plenary 
Session of the llth CPC Central Committee are good. The life of the herdsmen is 
now the best over the past few years and they demanded to persist in these policies. 


To drive on Qinghai Plateau makes people feel their minds are being broadened. 

The grassland that can be utilized here covers more than 500 million mu, and is 
one of the major wool-producing areas and one of the five biggest grazing areas 

in the country. Visitors would be deeply impressed by wideness of Qinghai, with 
endless grasslands, the Gobi Desert, mountain ranges, and wide prefectures and 
counties ... a vehicle would rum for half a day and yet still be within the 

same county. The areas under the jurisdiction of Geermu City alone cover an 
acreage as wide as that of Zhejiang Province. The acreage of Qinghai Province is 
720,000 square km, the fourth biggest province in the country. And this acreage 
is equivalent to more than 7 times the acreage of Jiangsu or Zhejiang Provinces 
and yet the population of Qinghai Province is less than 4 million, only 6 to 7 per- 
cent of that of Jiangsu Province or one-tenth of the population of Zhejiang 
Province. It is also an advantage for Qinghai Province to have so wide an acreage 
and so scarce a population. 


With the endless Gobi Desert and barren mountains, people cannot but feel that 
Qinghai Province is desolate. But comrades in Qinghai described the province 

the way it is. They said that in the province “there is no grass on the surface 
but enormous resources undergroumd.” Kunlun Mountain and Qilian Mountain are 
called “treasure mountains" while the Chaidamu Basin is termed “treasure basin.” 
Geologists carried out enormous surveys in this province and found that the 
deposits of 10 kinds of mineral resources--potassium chloride, lake salt, 
lithium, magnesium, iodine, bromine, native sulphur, asbestos, quartz, and chemi- 
cal limestone--are the biggest in the country, while the deposits of potassium 
salt make up more than 97 percent of the national total. In addition, more than 
20 kinds of mineral resources in this province rank 10th or higher [word indistinct] 
across the country. 


High altitude cold weather and drought are disadvantageous natural conditions in 
Qinghai Province. But we must in no way say that this province is a “desert 
without vitality.” The average annual rainfall in this province is only 

0 wa; but the province has abundant surface and underground water resources. 
Snow waters are constantly running down from Kunlun Mountain, Aerjin Mountain, 
Qilian Mountain, and Tanggula Mountain to moisten the land. Xiangride farm on 
Chaidamu Gobi has 15 mu of experimental farmland, with per mu wheat output as 
high as more than 2,000 jin, which is the highest national record. In Geermu, we 





Sav a cucumber as long as two-thirds of a meter and sweetbell red peppers as big 
as bowls. The climate there is not as bad as people generally imagine; many 
regions in Qinghai have good weather and swnlight for 3 months in the year, just 
like the end of spring and beginning of summer in the southern part of the country. 
In addition, with the development of science and technology, the high altitude 
climate will be overcom. 


What we experienced in Qinghai made us share the same impression as is summarized 
by Comrade Hu Yaobang. He said that Qinghai Province represents a great hope 

for the modernization program of the country and that it is a strategic region 
that is yet to be exploited. 


A Visit to Chaidanu 


In the afternoon of 24 July, we boarded speedboats in Jiangxigou by the southern 
bank of Qinghai Lake, and, braving waves, we crossed the lake on our way to the 
north. Qinghai Lake is the biggest lake in China; it is also a plateau lake 
that can hardly be found elsewhere in the world. The surface of the lake is 
3,200 meters above sea level, with a circumference as long as 360 km and an 
acreage of 4,430 square km. The lake is just like a crystal mirror inlaid 
between the towering Riye Mountain, Datong Moumtain, and South Qinghai Mountain. 
And when you are sailing on a boat in this lake, you will find that it is as 

if “there is no end" to your journey, just as when you are sailing on am ocean. 
We landed at the northern edge of the lake, got on trains near Haiyan, and traveled 
for less than half an hour before spending the night somewhere. 


Next morning the train started again along the Qinghai-Xizang railway by the 
southerm bank of Qinghai Lake toward the west, where Chaidamu Basin is situated. 
We entered the territory of Hajbei Autonomous Prefecture and found the place was 
relatively rich in agriculture and animal husbandry. We stopped over in Haergai 
and the M-year-old secretary of Gangcha County CPC Committee, Samba (of the 
Zang nationality) reported on his work to Comrade Hu Yaobang in the train. He 
reported that the agriculture in this county has already introduced the all-round 
contract system while the contracted responsibility system is being introduced 

in animal husbandry. The average per capita income in this grazing area is 
expected to reach 400 yuan this year because of excellent production situations. 


At about 1300, the train passed Tianjwn and arrived at Haixi Autonomous Prefecture. 
And because of the difficult and dangerous nature of the terrain and because 
access is difficult, from there on the train could only cover 20 to 25 km per 
hour. Qinghai-Xizang railway stretches from Xining to Lhasa, with a total length 
of 2,000 km, more than 3,000 meters above sea level, the hi,hest above sea level 
of the railways in Giina and one of the highest in the world. The construction 

of this railway has not been completed and the section that has been completed 

is 834 km long, stretching from Xining in the east to Geermu in the center of 
Chaidamu Basin in the west. More than one-half of the railway in this section 
passes through mountains and cliffs, the Gobi desert, or marshland of the Yan Hu. 
The Guanjiao Mountain that protrudes into the sky is situated in the western part 
and, at this mountain, the train passed through its 4-km-long tunner. This tunnel 
is, on average, more than 3,700 meters above sea level. This is equivalent to the 
height that can be reached by small aircraft and is also the greatest height we 
reached during the journey. 
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The train dashed out of the tunnel, followed the S-shaped tracks in the valley 
of the Guanjiao Mountain and then ran down the slopes to reach the Chaidamu 
Basin. Although it is a basin, it is still more than 3,000 meters above sea 
level. The scenery here was different from what we had seen earlier; there were 
neither grassland nor mountain ranges. We found that we were facing the bound- 
less, dead silent Gobi Desert. There were camel thorns growing in groups here 
and there on gravel stones, with herds of camels with leisurely swaying humps. 
Along the road, there was debris from temporary houses used by the heroic 

PLA railway engineering corps and now these unknown heroes are carrying out 
their work in other places. The train arrived at Delingha new town in the Gobi 
Desert at the foot of the Zongwulong Mountain, where we spent the night. 


On 26 July, we spent the whole morning sightseeing in the town. Delingha is a 
newly built, beautiful town on the bank of the Bayingele River, and is also the 
capital of Haixi Autonomous Prefecture. The streets are wide and flanked with 
poplar trees, with clear streams running down. New houses are built in new arid 
beautiful styles. This new town has an acreage of 6 square km, with a popula~ 
tion of more than 10,000. This new town is a rising industrial center of the 
northeastern tip of the Chaidamu Basin. It has small industrial enterprises 
producing electricity, cement, and sugar and repairing machinery and processing 
agricultural and animal husbandry products. But before 1965, the place was 
desolate, and there were only several herdmen's tents. Comrade 4u Yaobang had 
discussions with leading comrades of various nationalities of the autonomous 
prefecture in the office of the prefectural CPC committee. The secretary of the 
prefectural CPC committee, Qin Singrong, said that Haixi Autonomous Prefecture 
covers an acrage of 320,000 square km, including the whole Chaidamu Basin. 

The Chaidamu Basin is a hinterland basin, surrounded by Kunlun Mountain, Aerjin 
Mountain and Qilian Mountain; it is about 800 km long, from east to west, and 

30 km wide, from south to north, with a total acreage of about 240,000 square km. 
The ore deposits that have so far been located in Qinghai Province are mainly 

in this basin. When they were discussing the work for the future, Comrade 

Hu Yaobang said they had built a foundation for exploiting Haixi and Chaidamu 
Basin but enormous work had to be done before the place was turned into a new 
exploited region to make still greater contributions to the modernization program 
and the state. He said that this orientation must be followed in the next 5 years 
to 3 decades. And from now on, it is necessary to consider what work is to be 
done first. He said, first, it is necessary to quicken the pace in the develop- 
ment of both agriculture and animal husbandry; second, efforts must be made to 
exploit energy resources. He said that, on this basis, it is necessary to 
gradually develop heavy industry, the building materials industry, the chemical 
salts industry and the nonferrous metal industry. He advised these cadres to 
have a broader way of thinking and to work out methods step by step. 


The train continued westward to pass new places such as Denong, Gebi, Lianhu, 
Quanshuiliang, Pingshuang, Hangya, Yinmaxia, and Xitieshan and arrived at dusk 

in Songrugou. All these are new place names that cannot be found on maps, except 
for Xitieshan. 


In the morning of 27 July, the train left Songrugou, passed through the tunnels 
of Quanji Gorge, and arrived at Chaerhan Salt dake in the middle part of Chaidanu. 
We were then informed by Zhao Haifeng, provincial CPC committee secretary, that 
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we were traveling on a "W-kmr-long salt bridge.” Being curious, I looked through 
the window, but I saw neither lake nor salt bridge. I found that we were just 
traveling across boundless, brown, and barren soil that seemed to have just 

been ploughed. It turned out that we were traveling on a 32-km-long rock salt 
section of the Yan Hu. This section of brown salt shell, as hard as granite, 
has been formed on the surface of the lake through the combination of rock salt 
and sand blown in for many years from the plateau. This salt shell is about 
one-third of a meter in thickness, with a supporting capacity of as much as 

7 to 20 kg per square cm and therefore it can be used as a roadbed. Under this 
shell are layers of rock salt mixed with bittern, of thickness ranging from 

10 to 23.5 meters. We were informed that years ago, when the PLA railway 
engineering corps was building the roadbed here, they tried to remove the salt 
shell with bulldozers, but in vain. The PLA men then drilled holes, put in 
explosives, and blasted the shell. They then crushed the fragments with 
machines and poured bittern on the surface of the roadbed so that salt fragments 
were solidly congealed on the roadbed. 


From the Yan Hu, we continued southward and 1 hour later we arrived at Dubuxun 
where Comrade Hu Yaobang changed to a jeep and drove north along the Dunhuang- 
Geermu highway to reach Dachaidan Town, on the bank of the Chaidamu Lake more 
than 200 km away, to visit the comrades of various nationalities working in the 
northern part of the basin. In the early days of liberation, there were only 
several tents of herdsmen of Zang nationality. In 1956, the first house made 
of earth was built there and now this town has been developed into a new rising 
town with a number of industries. In addition, the town of Dachaidan is also a 
hub of communications of the highways in the northwestern part of the province. 
The Chaidamu Lake, not far from the town, is one of the biggest boron ore areas 
in the country. 


Having returned to Dabuxumm from Dachaidan, we boarded the train again and 
traveled to a place near Qinghai potassium fertilizer plant, which is situated 
in the region of the Chaerjan Yan Hu. Ome of the biggest potassium salt enter- 
prises in China is under construction at this place. The Chaerhan Yan Hu is 

168 km long, from east to west, and 20 to 4 km wide, from south to north, 

with a total acreage of more than 5,800 square km. It is the biggest potassium 
and magnesium salt deposit in the country and one of the biggest salt mines 

in the world, with about 60 billion tons of salt deposits, mainly composed of 
chloride, and this condition has constituted a very rich foundation for the 
building of a big chemical salts industrial base. The Qinghai potassium fertili- 
zer plant is being built on the salt shell. Comrade Hu Yaobang had discussions 
with leading comrades of the plant and he meticulously inquired into the produc- 
tion situation of this plant. The manager of the plant said that the plant is 
expected to produce 1 million tons of potassium chloride annually after the 
construction is completed in 1990. The first phase of construction is being 
carried out and it is due for completion in 1986, to produce 200,000 tons of 
potassium chloride annually. 


The train proceeded southward to reach Geermu, an important strategic town at the 
foot of the Kunlun Mountain. The plain in which the town is situated is covered 
in thick trees and grass, coupled with tall water towers and rows of new houses. 
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it is rich in water resources and has been called a “water city” as the natural 
conditions in this town are scarcely seen in the Gobi Desert. The train passed 
through these rows of houses for an hour before reaching its destination--Geermu, 
the terminus of the Qinghai-Xizang railway. Geermu is an important gateway to 
Xizang and it is also a hub of communications, linking Nanzang and the Hexi 
corridor to Gansu Province. Geermu has a population of 120,000 and a considerable 
amount of industry. But before liberation, Geermu was desolate, with only several 
herdsmen’s tents; it was the haunt of gazelle and bear among tamarisk shrubs. In 
the evening, Comrade Hu Yaobang listened to a report made by comrades from the 
city CPC committee. He said, Your city is the biggest in the world, because the 
area under the jurisdiction of your city is as large as 110,000 square km. He 
said, it may be a good idea for your planning to turn Geermu into a chemical salt 
industrial city because this place is rich in salt resources. You may gradually 
build various forms of chemical salt industrial enterprises, including state-owned 
and collective enterprises of medium and small sizes. Yours is a newly arising 
town, therefore you must first of all pay attention to solving the production and 
supply of nonstaple foods and you must be active in developing the households 

that are specialized in breeding chickens, cows, and sheep and in growing 
vegetables and fruits. It is also necessary to do a good job in planting trees 
and shrubs. 


On the morning of 28 July, Comrade Hu Yaobang and his entourage took off from 
Geermu and flew to Xining, bringing with them a profound impression of Chaidamu 
Bas in. 


Decision to Exploit Qinghai 


During his stay in Xining, Comrade Hu Yaobang drove to Haidong Region and inspected 
Huangzhong City. He also had long discussions and exchanged views with leading 
comrades of Qinghai Province on such important matters as how to exploit the 
province. At the request of the provincial CPC committee, he delivered an important 
speech to CPC and government leading cadres titled: "Be Determined to Exploit 
Qinghai Province.” 


He said that he was deeply impressed by the vastness of Qinghai Province and its 
rich natural resources. He suggested that the current tasks for comrades in 
Qinghai are to make preparations for exploiting the resources in a big way. He 
said that efforts must be made to quadruple the production in the province so as 
to closely combine-this achievement with the efforts to create conditions 

for shifting the state modernization program to the northwest. He suggested that 
the preparations must be mainly made in the following two aspects. First, spare 
no effort to develop agricultural and animal husbandry production and second, 
properly use financial power and material power, and they must be used in the 
projects that will provide conditions for exploiting the province in a big way. 





He stressed the importance of building the ranks of cadres that are both intelli- 
gent and resourceful and able to lead the people of various nationalities across 
the province in making progress through hard work. And he suggested that in this 
aspect, it is imperative to pay attention to the following two points. First, to 
conscientiously encourage the existing cadres to take root in the province and 

to spare no efforts in their work and second, efforts must be made to absorb 
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young cadres and intellectuals froxc the regions with relatively advanced science 
and technology and in particular the young comrades who are willing to settle 
down in the province must be welcomed so that they will be able to make contri- 
butions in exploiting and developing the province. 


He finally asked the comrades to learn from the spirit of the foolish old man 
who removed the mountain and to work unremittingly from geseration to generation 
60 as to turn Qinghai Province into a moderm and advanced province. He said 
that this goal must be reached, no matter how difficult the work is. 


Turn Gansu Province From Being Poor to Becoming Rich 


Comrade Hu Yaobang stayed in Gansu Province 7 days, where he visited Tiahshui 
Prefecture in the southern part of the province, Qingyang Prefecture in the 
eastern part of the province, Lingxia Hui Autonomous Prefecture in the south- 
western part of the center of the province, and Lanzhou City. He had visited 
Gansu Province on a number of earlier occasions and therefore he is quite familiar 
with the situation of the province. He is of the opinion that Gansu Province has 
the best conditions for developing forestry and animal husbandry in such aspects 

as geography, climate, acreage, and the quality of the soil, while a considerable 
industrial foundation has been built since liberation. Therefore, Gansu must 
become an important base for the exploitation and development of northwest China 
in the future. But the current situation of Gansu Province is that owing to 
serious damage caused to the ecological balance in history, the province is subject 
to frequent drought, while some places in the province are still relatively back- 
ward. During this inspection, he was satisfied with the achievements and the work 
made by the province since the 3d Plenary Session of the llth CPC Central Committee. 
And yet he paid more attention to backward regions and consequently, together with 
comrades in these regions, they studied how to turn the province from poverty to 
prosperity and make preparations for future exploitation. 


We have long come to know of the serious ecological damage to the loess plateaus 
in the province. But we did not really understand the seriousness of this 
ecological damage until we saw f lat-peaked barren hills with stiff slopes from the 
aircraft and when we were in vehicles running through such hills. During our 

stay in Gansu, we traveled by plane on two occasions. The first was on 20 July, 
when we flew from Tianshui to Xifeng to Qingyang Prefecture and the second was 

on 21 July when we flew from Xifeng to Yizhong in the central part of the province. 
As we looked down from the plane, we saw countless barren loess plateaus but 

there were neither trees nor water. All the peaks of the hills have been flattened 
into terraces or farmland and such is the situation at the foot of these hills. 
There are neither grass nor trees. All the hills have been divided by waters 

into countless ravines of various sizes. When our vehicles arrived at the foot 

of one such hill in Qingyang Prefecture, we saw many ravines with depths ranging 
from dozens to more than 100 meters. But when we flew over Liupan Mountain we 

saw wide areas of mountains covered with green and amid thick forests. We 

thought that this part might represent the original scenery of the loess plateaus! 
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Comrade Hu Yaobang is particularly concerned with the question of how to change 
the backward situations of the 18 counties in the central part of the province 
that are subject to drought, with Dingxi Prefecture as a typical example. 
Rainfall in these counties is scarce, the ecological balance has been seriously 
damaged, and grain production is low. These places have to rely on state relief 
almost every year. Following the inspections made by Premier Zhao Ziyang in 
these counties last summer, the State Coumcil has decided to allocate special 
funds to help these areas tide over difficulties and develop production. On 

21 July, Comrade Hu Yaobang visited Lingtao of Dingxi Prefecture and he 
specially invited leading comrades from the CPC committees of Dingxi and 
Pingliang Prefectures where these poor counties are situated to discuss how to 
enable these prefectures really get rid of economic difficulties. He also sent 
some members of his entourage to visit households in some villages of the 
people's communes and production teams with the most difficult economies in 
Dingxi Prefecture to enquire into the problems in the lives of the peasants. 
During the discussions, Comrade Hu Yaobang expressed his sympathy and gave 
consolation to the comrades who are working under difficult conditions in 
Dingxi and Liangping Prefectures. He advised these comrades to constantly carry 
out study and investigations and, on this basis, to take proper measures to re- 
store production in these counties more rapidly and to develop production. He 
said that efforts must be made to get rid of the serious consequences left by 
history and to restore the ecological balance so as to turn the vicious cycle 
into a virtuous cycle and gradually to take the road to stable prosperity. He 
demanded that the more than 50,000 cadres in these two regions work harder in 
planting trees and growing grass, with each of them growing 2 mu of grass and 
planting 10 trees annually. He said that cadres must set an example and do 
more work. 


In the evening, Comrade Hu Yaobang had discussions with a member of his entourage, 
the first secretary of the CYL Central Committee, Wang Zhaoguo, about how to 
mobilize the whole country and particularly young people and teenagers to support 
Gansu Province in changing its face through collecting grass seeds and planting 
trees voluntarily. He said that CYL organizations must grasp several big events 
every year with nationwide influence and the tree-planting campaign is one of these 
events. Lf each of the 150 million young people and teenagers across the country, 
with the exception of those living in big cities, collects 1 liang of grass seeds 
every year, there will be a total of 15 million jin, enough to sow 15 million mu. 
This activity will have a role as a patriotic movement for young people and 
teenagers and therefore it can be called the seed-collecting patriotic movement. 
Such a movement must be carried out for as long as 1 to 2 decades, in support of 
Gansu Province first and then in support of other places. That evening, Comrade 
Wang Zhaoguo discussed a plan for seed collection with those on the CYL Central 
Committee by telephone. Following his return to Beijing, he held a telephone 
conference to assign the tasks tc the CYL organizations in various places and 
appealed to young people and teenagers across the country to carry out the plan 
at once. 
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Growing Grass and Planting Trees Represent a Creat Strategy 


Comrade Hu Yaobang continued with his visit after he returned to Gansu from 
Qinghai. He spent the whole day in Lanzhou, discussing, with Gansu provincial 
leading comrades, the question of how to put an end to poverty and to become 
prosperous. He is of the opinion that to grow grass and plant trees and to 
develop agriculture and mimal husbandry represent a basic plan for the 

province to get rid of poverty and to become rich; it is in fact a great strategy. 


He said that the most outstanding and common problem in the northwest is 

drought and in order to solve this problem it is imperative to study the reasons 
for the drought. He cited examples in history and said that a long time ago, 
many regions in the northwest and north China abounded in grass and trees but 
later they became drought regions. The basic reason for this change was the 

role of various natural factors over the past millions of years. But there were 
also other reasons, such as the wars that followed one after another for a period 
of 1,000 to 2,000 years in history, coupled with the arbitrary felling of trees 
and the blind exploitation of the land. He said that if we disregard these 
reasons, and instead blame the weather, there will be no way for us to widerstand 
the change in these regions and consequently we will not know how to improve 

the natural conditions in these places. 


Which is the way out for reforming nature, decreasing the menace of drought, and 
increasing agricultural production? How to begin the work of realizing a 
virtuous cycle of ecological balance? Comrade Hu Yaobang said that the first 
work is to grow grass and plant trees. It is because with grass and forests, we 
will be able to develop animal husbandry, raise more livestock, gather in more 
manure, and produce more grain and it is only under these conditions that we 
will be able to build industry for processing agricultural, forestry, animal 
husbandry, and sideline products and to develop light industry in a big way. 
Gansu Province has an acreage of 456,000 square km and if, through W years of 
hard work, we are able to plant trees on 100,000 square km, or more than 20 per- 
cent of the total acreage, it means that we will be able to build forest areas 
with the same acreage as Jiangsu Province. The 100,000 square km acreage is 
equivalent to 150 million mu. And if the forest is able to produce one-half 

or a cubic meter of wood per mu annually, it means that the forests will earn 

as much as 15 billion yuan annually, whereas the current industrial and agricul- 
tural output value of Gansu Province is only Ll billion yuan. And this figure 
alone means more than doubling the current output value. But it is not an easy 
job to achieve this goal which requires W years of hard work. But it is 
necessary to have a definite goal from now on and the work of growing grass and 
planting trees must be started next year. 


Comrade Hu Yaobang put forth the following 10 measures to achieve this goal. 


First, emancipate thinking in a big way. There has been an old stereotype of 
"caking grain as the key" for many years that is characterized by nothing else 

but producing grain. But the more this monolithic work is carried out, the less 
becomes the output of grain. There should be a big change of mind in this aspect. 
That is to say, we must do a good job of growing grass and planting trees and 
developing animal husbandry so as to produce more manure and to increase grain 
output drastically. 
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Second, concentrate thougit. The thought of all cadres must be concentrated on 
thinking how to solve the drought areas in the north and, particularly in wide 
areas, it is imperative to put in first the work of growing grass and planting 
trees. There should be unified thinking in this aspect. 


Third, mobilize people in a big way. All the people inside and outside the CPC 
and irrespective of their ages must be acquainted with the necessity of tree 
planting and they must be made to understand the importance of this work that has 
to be carried out for decades or even up to the 2lst century until these tasks 
are completed. 


Fourth, rely on the masses. Growing grass and planting trees represent a big 
event and therefore it is necessary to mobilize all people and tens of millions 
of households. We must follow the principle of relying on the masses of the 
people as the main and relying on state financial support as the supplement. To 
lead industry is much more difficult than to lead agriculture. While industry 
cannot but rely on enormous state investments, agriculture mainly relies on 

the initiative of the masses, who are mobilized through policy. 


Fifth, do a good job in collecting seeds. It is necessary to widely collect 
various and suitable grass seeds and saplings. The related counties, prefectures, 
and provinces must compile booklets to list the grass seeds and the kinds of trees 
that are suited to their specific conditions. 


Sixth, promote technology. The work of growing grass and planting trees must be 
carried out under scientific and technical guidance so as to guarantee quality. 


Seventh, check the work constantly. All provinces, prefectures, and counties 
and people's communes and production brigades must check the work once a year so 
as to commend the diligent and criticize the lazy. 


Eighth, implement policy. The grass and trees are the property of those who plant 
them and their successors. The plots of hilly land for private use in some places 
must be expanded and the responsibility system for such plots must be introduced 
conscientiously. The policies for animal husbandry and various responsibility 
systems must be implemented boldly and rapidly. 


Ninth, cadres must take the lead. And this aspect must also be regarded as a 
responsibility system. It is a hard test for cadres and what the cadres say 
does not count unless they set examples through their own deeds, 


Tenth, be determined to carry out the work protractedly. A long period of 

% years is needed for transforming drought areas, while some other places require 
as long as 40 years. There is nothing to be afraid of in doing their work; because 
through generations of hard work, these tasks can no doubt be completed. 


The bugle call for exploiting Qinghai Province, Gansu Province, and the wide north- 
west has aroused the enthusiasm of tens of millions of people. The broad masses of 
the young people with courage and insight, aspiration, and the intention to accom 
lish something must go to these broad areas to work side by side with the people of 
various nationalities in their effort to exploit the land, carry out pioneering 
works, and contribute their youth to this great cause! 
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NATIONAL POLICY AND ISSUES 


GUANGMING RIBAO ON SUN YEFANG'S REFORM LDEAS 
HK260727 Beijing GUANGMING RIBAO in Chinese 9 Oct 83 p 3 


[Article by Gui Shiyong [2710 0013 6978]: "Tentative Discussion of Sun Yefang's 
Thinking on Reforming the Economic System") 


[Text] Comrade Sun Yefang was the first economist who favored the reform of 
the economic management system. In the 1950's and 1960's, he had already made 
Systematic suggestions on reforming the existing economic system. His notions 
on economic system reform were consistent. Proceeding from actual conditions, 
he dared to challenge the traditional system and studied various kinds of 
theories on reforms. In observing and studying the practical course of reforms, 
on the one hand, he revised his previous incorrect understanding and on the 
other, firmly held to his own principled ideas, and thus he formed his own 
special reform ideas. 


Comrade Sun Yefang's conception of the reform of the economic management system 
Originated from actual economic life. His 1961 study report on the financial 
and economic system was made in accordance with the actual needs of economic 
construction. At that time, in order to overcome economic difficulties, the 

CPC Central Committee put forth the policy of readjustment, consolidation, 
replenishing and raising standards. According to this, in altering the situation 
in the financial and economic system in which power was excessively decentralized 
during the period of the “big leap forward,” a question was raised concerning 

the portions of power that should be centralized and the rationality of power 
centralization. Comrade Fuchun asked Comrade Yefang and the Institute of 
Economics to study this question in earnest. It was precisely according to 

this request that on the basis of conducting extensive investigations and 
studies, Comrade Sun Yefang made systematic suggestions on the reform of the 
economic systan. 


Comrade Sun Yefang's conception of the economic system was based on his own 
"Theory of Value.” Comrade Yefang held: The law of value means the law govern- 
ing the sparing we and planned distribution of work time, a law pointed out 

by Marx in his "Das Kapital.” It is the primary law of the socialist economy. 
Therefore, socialist economic planning must take the law of value as its 
foundation. With the absence of value and the la of value, proportional 
development--the distribution of work time in troportion, economic results--the 
comparison between labor consumption and useful effect, and the producing of 
more and better use value to satisfy the ever-increasing needs of the people 
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will be all out of the question. So, to improve our economic planning and 
economic system, we must proceed from following the principle of sparingly 
using and rationally distributing work time, that is, the law of value as 

Comrade Yefang termed it. 


Comrade Yefang’s argument that planning should be based on the law of value 

also means that the principle of value should also be followed in terms of the 
Management planning system. He maintained: The central issue of the manage- 
ment system of the economy under the system of ownership by the whole people 

is that of the relationship between the state and the enterprises and of the 
enterprises’ power in operation and management. If this question is satis- 
factorily solved, the other questions, such as the relationship between the 
central and local authorities and between the departments and regions at 
different levels, can be solved easily. Then, how should we correctly handle 
the relationship between the state and the enterprises? How should we rationally 
define the limits of the enterprises’ power in operation and management? Comrade 
Yefang proposed: We must use the magnitude of value of funds which is taken 

as the demarcation line between simple reproduction and expanded rep coduction 

to divide the powers and functions of the state and the enterprises in operation 
and management, that is, the matters within the limits of simple reproduction 
are matters which the enterprises should look after themselves. By wielding 
their “minor power,” excessive state interference in this respect will lead to 
overrigid control. The matters within the limits of expanded reproduction are 
matters which the state should grasp by using its “major power.” The state 
should strictly control these matters. Failure to control them or to exercise 
sufficient control will lead to chaos. The conclusion drawn therefrom was that 
the power to use the depreciation funds should be delegated to the enterprises, 
and their profits, apart from the deducted portion which should be used as in- 
centive and welfare funds, should be totally handed over to the state so that 
the state can use them in a centralized way. 


Comrade Yefang’s conception of the reform of the economic management system had 
quite a few advantages and strong points. One of his important contributions 
was that he brought to light the essence of the question of the economic manage- 
ment system aid expounded its position in the socialist economy. This is of 

very great significance both in practical work and in theoretical research. for 
a fairly long period of time in the past, we attached no importance to the 
question of the economic management system. After 1958, although some reforms 
were conducted in this respect, efforts were exclusively focused on the relat ion- 
ship between the central and local authorities, and the economic management system 
was basically treated as a question of administration. With his sharp ability 

to observe things and his profound theoretical accomplishment, Comrade Yefang 
quickly broke through the trammels of traditional concepts and correctly ex- 
pounded the nature and position of the question of the economic management 
system. He clearly pointed out: The economic monagement system is an important 
aspect of the relations of production, and under a certain structure of cwner- 
ship, whether or not the system and form of operation and management are rational, 
has a great impact on the development of the productive forces. From a long 
term point of view, the readjustment of ownership structure is, in the final 
analysis, limited but with the development of the productive forces, the 
improvement of the operational mode and of the management system under a certain 
ownership system is not limited. The establishment of the socialist public 
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ownership system does not mean that a rational economic management system can 
take shape automatically. On the contrary, the question of how to effectively 
operate and manage the economy under the system of ownership by the whole 
people so as to give full play to the superiority of the socialist public 
Ownership system remains unsolved both in theory and practice. Therefore, 
Comrade Yefang energetically called on people to attach importance to reforming 
the economic management system in real work and to place the economic management 
system in an important position and study it in terms of economic theories. It 
must be said that this thesis of Comrade Yefang, which accurately regards the 
economic manag@ment system first as the objective economic relationship that is 
restricted by the level of productive forces, and then as the relationship of 
will of this economic relationship reflected in terms of law has really shifted 
the study of the question of economic management system to a scientific footing 
and its theoretical and practical significance is now getting clearer and 
clearer. 


At the same time, Comrade Yefang explicitly advanced his argument that the central 
issue of the economic management system is the correct handling of the relation- 
ship between the state and the enterprises and the rational definition of the 
limits of the enterprises’ powers and functions in operation and management. 

The correctness of this argument has been affirmed by reform practice, day by day. 
However, for a fairly long time in the past, it was universally held that the 
major question of the economic management system was who managed the enterprises, 
the central departments or the local authorities? It was precisely because of 
this that in our previous reforms, efforts were mainly devoted to readjusting 

the relationship between the central and local authorities, that is to say, 

to whether the enterprises should be managed by the local authorities or by 

the central departments, and almost no reform was conducted in the relationship 
between the state and the enterprises. 


Comrade Yefang not only pointed out the importance of handling the relationship 
between the state and the enterprises but also advanced a clear and definite 
proposition of how to handle this relationship, namely, we must use the magnitude 
of value of funds which is taken as the demarcation line between simple reproduc- 
tion and expanded reproduction to divide the powers and functions of the state 
and the enterprises in operation and management. Whether or not this proposition 
is feasible in theory and practice calls for further study and discussion. 
However, in my opinion, many ideas embraced in this proposition are very important 
and correct. First, the method of state planning as a whole, and the management 
in a centralized way of expanded reproduction using additional investment funds, 
cannot only ensure that the state can concentrate needed financial and material 
resources on the construction projects vital to the economic overall situation 
but is also conducive to keeping the scale of capital construction within the 
limits of the national capabilities. This is of great significance in developing 
the national economy in the correct orientation in a steady and harmonious vay. 
Second, the method of delegating the powers and functions in technical renovation 
and technical transformation to enterprises, and of the state supervising and 
inspecting the enterprises in such fields as technical policies and financial 
rules and regulations, is conducive to promoting the technical progress of 
enterprises and to bringing into full play the role of science and technology. 
How to urge an enterprise to constantly improve its technology was Comrade 
Yefang’s starting point in considering the problems concerning the economic 
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management system. Although his proposition required some further study, his 
basic view that the economic management system must promote and endure the 
acceleration of the technological progress of enterprises was completely 
correct. 


To reform the economic system, Comrade Yefang advanced the idea that management 
planning must correctly understand and properly handle the relationship between 
value afd use value. Comrade Yefang held: In handling economic matters, it 

is necessary to pay close attention to both value and use value but the way to 
handle them should vary in the light of their different characteristics. A 
unified state plan must emphatically grasp the comprehensive target of value 
and value balance, mainly covering the balance in the total volume of the 
production and distribution of the national income, the definition of the ratio 
of the accumulation and consumption of the available volume of the national 
income and the control of its total volume, the proportion of revenue in the 
national income and the balance in revenue and expenditure, the balance in 
credit revenue and expenditure, the definition of the scale of capital construc- 
tion and of the investment orientation and the arrangements of construction 
projects, and so on. He held that the targets of value to the overall situation 
should be formulated only on the basis of the comprehensive balance achieved 

in the society as a whole and they should be strictly implemented by adopting 
the method of transplanting them to every level of the internal departments of 
the enterprises from top to bottom. On the premise of a fixed cooperative 
relationship and a strict contract system, use value, that is, the targets of 
materials and material balance, should be set by adopting a from-bottom-to-top 
converging balancing method and then should be delegated, level after level, 
down to the enterprises. A state plan must only take care of the important 
product targets which ought to be handled. Comrade Yefang maintained: Only 

in this way can the unity and dissimilarity as well as the planning and flexi- 
bility of the economy be combined in a satisfactory way, can there be controls 
but not rigidity and liveliness but not chaos, and can better economic results 
be attained while the economy is developing in a coordinated way. I think this 
idea of Comrade Yefang is of great value. It has pointed out the orientation 
of solving the complex question of economic management. In our previous planning, 
excessive attention was paid to the targets of materials and inadequate 
importance was attached to the targets of value. This was one of the reasons 
for the various malpractices of the past. This practice must be reformed. 


In Yefang's [as published] conception of the economic system there are some 
questions needing further discussion both in theory and practice. In my 
Opinion, the biggest question is that under the system envisaged by Comrade 
Yefang, the necessity of making use of the law of value of commodities was 
denied and the role of prices was ruled out. He argued: Value finds expression 
in exchange value and the law of value functions in the form of the law of value 
of the commodity market. It is necessary in the economy based on the private 
ownership system to readjust supply and demand through the separation of 

price and value but we cannot adopt this course and must not stress this role 

in the socialist economy based on the public ownership system. However, as we 
all know, in the socialist economy, commodity production and commodity exchange 
still exist extensively. This is not only because in the socialist economy 
there still exist the two forms of public ownership system and the individual 
economy within a prescribed limit but also because the enterprises under the 
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system of ownership by the whole people still have relatively independent 
economic interests. Thus the law of value of commodities is still playing an 
extensive role in production and circulation. Therefore, under the socialist 
economic management system, it is necessary not only to divide correctly the 
powers and functions of the state and the enterprises in operation and manage- 
ment, and to handle properly the economic interests of the state, the enter- 
prises, and the laborers but also to conscientiously make use of the law of 
value of commodities and attach importance to using such economic levers as 
pricing, taxation, and credits to fulfill the state plans, while 

administrative and legal meams are correctly used. One major drawback in our 
present economic system lies in the neglect of the necessary economic interests 
of enterprises and of managing economic affairs by making use of economic 
levers. This is an important aspect that should be reformed. In the meantime, 
the separation in varying degrees between the prices and value of various 
commoditiss and the fact that all economic units have their own interests have 
made the economic life more complex than that envisaged by Comrade Yefang. In 
this situation, indiscriminately balancing the targets of materials by adopting 
a from bottom-to-top consultative method is not only feasible but also warrants 
further consideration. Use value is varied. However, its role in the develop- 
ment of the national economy is not the same. It is advisable and also neces- 
sary to adopt different planning methods in accordance with the importance of 
products. It is aecessary for the state to enforce mandatory planning in regard 
to the production and distribution of capital goods and consumer goods which are 
vital to the national economy and the people's livelihood by taking the whole 
situation into account and planning accordingly, and by maintaining a comprehen- 
sive balance. Guidance planning may be enforced in regard to the production 
and exchange of a vast number of ordinary products, and enterprises are allowed 
to arrange their production on condition of a fixed cooperative relationship. 
The production of small commodities is allowed to be carried out according to 
regulation by market mechanism. In this way, we can adapt ourselves to the 
complex situation in economic activities, better handle the relationship between 
value and use value, adn ensure that there are controls but not chaos. 
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NATIONAL POLICY AND ISSUES 


GUANGMING RIBAO ON SUN YEFANG'S ECONOMIC THEORY 
HK271530 Beijing GUANGMING RIBAO in Chinese 9 Oct 83 p 3 


[Article by Yang Jianbai [2254 1017 4101]: “On the Nucleus of Sun Yefang's 
Economic Theory") 


[Text] Sun Yefang's economic thinking did not develop as a result of abstract 
reasoning, but as a result of gradual systematization in the practice of China's 
socialist construction. His articles and works cover a wide range of subjects. 
In my opinion, he used value and the law of value as the theoretical foundation 
of his economic works, or in other words, value and the law of value are the 
nucleus of Sun Yefang's economic theory. 


Why did Sun Yefang use value and the law of value as the nucleus of his economic 
theory. To make this kind of analysis, we must first correctly widerstand his 
discussion of value and the law of value. Under his pen, value and the law of 
value are not the value and the law of value in commodity and monetary economy 
generally discussed by pecple. He adhered to the thesis of Engels, and regarded 
the relationship between cost and effectiveness as the prescription of value. 
The law of value he upheld was in fact the law of economic use of labor time 

and the planned distribution of labor time proposed by Marx. Based on this, 

he held that value and the law of value are the basis of the socialist part 

of political economy, and that "all problems must be explained from here.” 


Among the comrades engaged in polemics with Sun Yefang, some used their own 
interpretation of value and law of value to criticize the value and law of value 
discussed by Sun Yefang. The outcome was that they were wide of the mark, and 
the “three road forks-style" battle did not contribute to solving the problen. 
The focal point of the controversy was on the different ways of looking at 
“concept of value” and “determination of value," the so-called things which 
could be handed down to socialist society. In my opinion, this refers to value 
in general, and not to any “borrowing” or “analogy.” Some of the comrades held 
that Sun Yefang had “identified value with essential sociai labor.” Indeed, the 
value upheld by Sun Yefang in essence referred to essential social labor. 
However, precisely because he did not agree that essential social labor is value, 
he therefore must definitely insist that categories of value always exist. He 
held that this view must be threshed out, and that the concept of value is most 
epitomized and only it could comprehensively reflect our relations of production. 
Obviously, anyone who confuses the value discussed by Sun Yefang with the value 
reflecting the capitalist relations of production must be under a kind of 
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misunderstanding, because the relatiuns of production reflected by the two are 
totally unrelated. In our discussion and evaiuation of Sun Yefang's economic 
theory, opinions are bound to differ, and of course everybody is entitled to 
his own view. From the viewpoint of historical materialism, socialist economic 
construction was started some 60 to /0 years ago following the October 
Revolution. And in China, it was started just over WJ) years ago. As economic 
development is still not mature, it is very difficult to produce a matured 
economic theory, and naturally, Sum Yefang's economic theory also cannot be 
the acme of perfection. What I merely want to stress here is that in order 
to accurately understand Sum Yefang's economic theory, we must, first of all, 
accurately understand the basic pcints of his economic theory. This is the 
preprequisite to getting a complete picture of Sun Yefang’s economic theory. 


Now, I will make a tentative analysis of various aspects of Sun Yefang's economic 
theory, and how this nucleus centered on value and the law of value develops. 


l. Sun Yefang repeatedly advocated using the minimum labor to achieve the 
maximum economic results, and used this as a red line to underscore “socialist 
economic theory.” According to Sun Yefang's viewpoint, value is the relation- 
ship between cost and effectiveness. Therefore, economizing on labor and 
achieving the maxigum results with minimum labor become the core of the nucleus. 
Since the 3d Plenary Session of the llth CPC Central Committee, the CPC Central 
Committee has repeatedly stressed that economic construction should be centcred 
on economic results. This shows that the correctness of Sun Yefang's ecoromic 
theory has been borne out by practice. 


2. Sun Yefang upheld the average profit margin of funds, and thereby upheld 
production price. Production price is nothing but a variation of value. This 

is the inevitable outcome of the logical development of value and the law of 
value upheld by Sum Yefang. China has already put into trial implementation 

the fund payment (or fund tax, which is mother form of profit margin of funds), 
and also carried out proportionate calculation of the average profit margin of 
funds (including wages) and the total amount of profits in the sphere of material 
production (met income in the national income) for the trial calculation of 
theoretical price. This situation shows the beginning of the use of production 
price in practice. 


3. Sum Yefang figuratively compared profits to the nose of an ox. He advocated 
boldly and confidently grasping socialist profits, and firmly opposed “it is a 
crime to make profits, and it is right to incur losses.” This point is the 
quintessence of his application of the theory of value and law of value in real 
economy. However, Sun Yefang opposed using the attitude toward capitalist 
profits in dealing with the profits of socialist enterprises. In a socialist 
society, profits represent the labor and product of society. Regardless of 
whether in terms of gross social product or individual product, it is always 

a case of the lower the costs the better, and the higher the profits the better. 
Therefore, profits should become the general index for assessing the quality of 
enterprise management. 
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4. In the management of fixed assets, Sun Yefang advocated increasing the de- 
preciation rate, and allowing the enterprises to control and use their own 
depreciation funds. About the later part of the 1950's and the early part 

of the 1960's, he gave the nickname "the system of reproducing antic es and 
{veezing technological progress" to our system of technological management. 
His main idea was to criticize the excessively long depreciation time 
(generally from 25 to W years), which only takes into account material wear 
and tear but not mental wear and tear. Therefore, based on his standpoint of 
economic use of social labor and the law of value, he firmly advocated the 
need to acknowledge mental wear and tear and to shorten the depreciation time. 
In the management and use of depreciation funds, he firmly opposed the 
practice of regarding depreciation funds as financial income, because this iz 
living off "past gains," creating false income, and using the funds for 
maintaining simple reproduction to carry out exranded reproduction. The resui 
will only damage the reproduction of existing encerprises, cause both sides to 
suffer, and reduce reproduction. 


>. In the reform of the economic management system, Sun Yefang advocated 

using the amount of the value of funds for expanded reproduction and simple 
reproduction as the demarcation line between state administration and enterprise 
Management. This matter, brought up by him in the proposal for reforming the 
management system of fixed assets, is also the concrete application of his stand- 
point of value in the reform of the management system. He held that the dis- 
tribution and use of state funds for carrying out expanded reproduction belong 

to the socialist state, and “overall authority” must be assumed by the state, 
whereas the matter of funds within the sccpe of simple reproduction, belonging 

to the category of "minor authority" should be managed by the enterprises them 
selves, and the state as a rule must not interfere. This drawing of the line 

of demarcation between state administration and enterprise management was first 
advocated by Sun Yefang, and I perscmally agree with him in principle. However, 
there are even uow still various dissenting views regarding this. The main 
reason is that people are afraid that this kind of division might restrict the 
enthusiasm of enterprises. As a matter of fact, what it restricts is the 
enthusiasm for blindly going in for expanded reproduction, and what it encourages 
is the enthusiasm for strengthening internal expanded reproduction. Furthermore, 
it is based on the fact that Sun Yefang did not advocate retention of profits 

by the enterprise. This point no doubt possessed the limitation of the times. 
Judging from the present situation, if a certain amount of the profits retained 
by the enterprise is used as funds for tapping, innovating and transforming, the 
reproduction expanded through tapping the internal and external resources does 
not mean starting something new, and will not necessarily run counter to Sun 
Yefang's original intention. 


6. Sun Yefang always attached importance to maintaining an overall balance. 

He advocated that the state must have overall authority over the investments 
for expanded reproduction as the starting point for maintaining an overall 
balance. He used the dual nature of products to deal with overall balance, 

and held that if the value index is not adopted, it will be impossible to carry 
out overall balance in the whole national economy, and the balance between use 
value and value will also be out of the question. Price is the monetary 
expression of value. For the sake of achieving this kind of overall balance 
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and properly adjusting various proportionate relations, the key lies in 
vetting rid of the obstacle of unreasonable prices. Otherwise, various 
proportionate relations will become like the images in “funny mirrors.” In 
this connection, he applied Engels" standpoint on the criterion between 

effect and social consumption in social reproduction, and in the direction of 
distributing social labor based on the social needs of the products of various 
departments. 


Finally, I am of the opinion that the discussion of Sum Yefang's economic 
thought is also for the sake of learning from him. Besides learning his 
economic viewpoints, we must also learm from his lofty indomitable moral 
character of seeking truth from facts. As workers in science, we must uphold 
the truth and correct mistakes. 
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NATIONAL POLICY AND ISSUES 


REPORT ON DEPRECIATION, ACCUMULATION FUNDS 
HKO20254 Beijing GUANCMING RIBAO in Chinese 23 Oct 83 p 3 


[Article by Liu Yunling [0941 6663 0109]: "Do Depreciation Funds Mean 
Accumulation Funds?"] 


[Text] Recently, I read some articles published in the press and journals that 
hold the idea of treating depreciation funds as accumulation funds. Some of the 
articles even regard this idea as Marx' viewpoint. This is open to question. 


In Marx’ classic works "Das Kapital,” he clearly defined the concepts of de- 
preciation funds and accumulation funds. In a capitalist economy, accumulation 
is the capitalization of surplus value and accumulation funds are formed by the 
surplus value that is provided free of charge by wage labor employed by variable 
capital. Accumulation funds are a kind of cash reserve for additional investment 
in the process of expanded reproduction. On the other hand, depreciation funds 
are a kind of provision for the renewal of fixed assets. They are the part of 
value transferred from fixed assets to the products. After the products are sold, 
this part of value is kept in the form of money for the physical renewal of fixed 
assets in the future. Obviously, depreciation funds differ diametrically in 
essence from accumulation funds. 


l. IL will explain that regarding depreciation funds as accumulation funds is not 
Marx’ true intention. True, in the manuscrirts on economics which he wrote from 
1861 to 1863, several times he said that depreciation funds were accumulation 
funds. However, Marx adopted a serious scientific attitude toward this problem. 
Twice he wrote to Engels putting forth this question and asked Engels to explain A 
how a factory owner dealt with the amount of money he withdraws from circulation 
as provision for renewal of fixed assets. After making some investigation among 
several factory owners, Engeis replied in detail and attached two tables to his 
letter to Marx. In his letter, Engels said that because an owner of a textile 
mill used his depreciation funds to buy new machines, “he is able to rely on his 
old machines to increase the number of his machines by nearly 60 percent without 
paying a penny from his profits." ("Collected Works of Marx and Engels,” Vol 31, 
p 335) Some comrades have used these words as their grounds to prove that Marx’ 
view conformed with reality. This is not correct. In fact, in that letter, 
Engels did not confirm Marx’ view. In the second table that he attached to his 
letter, he particularly and markedly pointed out: "the notional value of the 
new machine" was "1,593 pounds," but its "real value” was "1,000 pounds.” Here, 
it is not difficult to see that when a capitalist uses the funds provided for 
renewal to purchase a new machine to replace the old one which is scrapped 
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after 10 years of operation, the new machine is also worth 1,000 pounds, the same 
as the old one. Therefore, there is no increase in the capitalist's fixed assets. 
This is sufficient to prove that depreciation funds can only be used as a pro- 
vision for renewal of fixed assets and are not accumulation funacs. At the same 
time, from volumes 1 and 3 of "Das Kapital,” we can see that neither Marx nor 
Engels described depreciation funds as a kind of accumulation fund. As for the 
book “Theory on Surplus Value,” which is meant to be volume 4 of "Das Kapital,” 
it was a copy of volumes 6-15 ec! Marx’ original manuscripts on economics which 

he wrote in the period from 1861 to 1863. As the manuscripts had not been 
revised or sorted out by Marx or Engels, we should not use the views of Marx 

in these manuscripts, which were yet immature and were put forth by him in the 
process of his research, as the grounds of our argument. 


2. We should not equate the special role of depreciation funds with its essential 
mature. We say that in essence, depreciation funds are a provision for the 
renewal of fixed assets, but this does not mean that we deny the fact that to 

a certain extent these funds can play a special role in carrying out expanded 
reproduction. Because of the difference in the methods and timing between the 
transference of money to the provision for the renewal of fixed assets and the 
actual physical renewal, a certain part of the money provided will possibly 

be used to purchase new machines before the old ones in the fixed assets need 

to be replaced. These funds can also be used for partial renewal and transforma- 
tion of the existing machinery and equipment. As a result, a greater amount of 
fixed assets or more efficient fixed assets are acquired in physical forms to 
actually expand production scale and capacity, though the total value of fixed 
assets have not increased. However, we should by no means regard depreciation 
funds as accumulation funds because of this role of the depreciation funds in 
expanding the scale of production. We should not fail to see that this kind of 
expanded reproduction caused by depreciation funds differs from the expanded 
reproduction caused by accumulation, because it is only the result of the ex- 
pansion of the role of the original capital. Moreover, this role of depreciation 
funds is conditicnal and limited. Depreciation funds can only play their role 
in expanding production scale under the prerequisite of ensuring simple reproduc- 
tion. Otherwise, when the time for the physical renewal of fixed assets come, 
it will be possible for production to fall or even be difficult to maintain for 
the purchase of the fixed assets to replace the old ones, unless a certain 
amount of accumulation funds are added to them. This furth cr proves that 
depreciation funds can by no means be regarded as accumulation funds. 


3. Regarding depreciation funds as accumulation funds is harmfrl to economic 
activities. To a certain extent, depreciation funds can be used for expanded 
reproduction, but this must be done under the prerequisite of ensuring simple 
reproduction. If we disregard this prerequisite and spend these funds at will 
for capital construction at the expense of the renewal of fixed assets, we will 
harm the harmonized development of our socialist economy. For several decades 
people have held that only by increasing our investment in capital construction 
can we carry out expanded reproduction. Therefore, they have failed to pay 
attention to giving play to the role of the funds already invested, have neg- 
lected the technological transformation of our enterprises and the renewal of 
the enterprises’ equipment, or even spend depreciation funds as accumulation 
funds. As a result, the technology in our enterprises has become increasingly 
backward, their machinery and equipment has become increasingly out-of-date, 
and the machinery and equipment of many enterprises have to continue to operate 
with a high breakdown rate and with low efficiency and economic results although 
they should be scrapped. This is a serious lesson for us. 
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At present, it is time for a large number of our enterprises to renew their 
fixed equipment. The question of how we are to realize the periodical renewal 
of our fixed assets, and to tap, in a planned manner, the potential of and to 


transform the existing enterprises has already become a new issue that we must 
conscientiously solve. 
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NATLONAL POLICY AND ISSUES 


OONTINUED REPORTAGE ON NATIONAL TRADE UNION CONGRESS 
Namelist of Congress Presidium 
OW2i0559 Beijing XINHUA Domestic Service in Chinese 0755 GMI 17 Oct 83 


\Text}] At the preparatory meeting of the 10th national trade union congress, 
the participants unanimously approved the namelist of the presidium and 
secretary general of the congress. 


The presidium is composed of 177 members, including members of the ninth executive 
committee of the All-China Federation of Trade Unions, representatives of the 
central authorities and state organs, heads of various delegations, chairman of 
trade unions in various big cities, chairmen of trade unions in various counties 
(banners), chairmen of basic-level trade unions, former chairmen of trade unions 
in various provinces, cities, and autonomous regions who have now retreated to 
the second line, national model workers, experts, professors, government vice 
ministers, secretaries of local CPC committees, representatives of trade wnions 
in collective enterprises and enterprises using Chinese and foreign investment, 
and outstanding trade union activists. The number of female representatives 
accounts for 19.8 percent of the total number of the presidium. The number of 
the representatives of minority nationalities and young representatives under 

35 years of age account for 14.1 and 1l percent, respectively, In a word, 
members of the presidium include representative figures from various quarters. 
Thus, they have a rather extensive representation. The members of the presidium 
are (in the order of the number of strokes in family names): 


Ding Keze [0002 0668 0463), Dao Qunfen [043 5028 5538] (female, Dai nationality), 
Ma Yuying [7456 3768 5391] (female, Hui nationality), Ma Shiqing [7456 0013 3237} 
(Hui nationality), Ma Hongsen [7456 3163 2773] (Hui nationality), Ma Shuzhen 
(7456 3219 3791] (Dongxiang nationality), Wang Xun [3769 3800], Wang Shicheng 
(3769 1102 6134), Wang Kaiyun [3769 7030 00€1] (Miao nationality), Wang Yuliang 
(3769 3768 5328), Wang Shenxiang [3769 3947 6116], Wang Yixuan [3769 038 6513), 
Wang Huayuan [3769 5478 0337], Wang Tinglan [3769 1694 1526], Wang Zhiyi [3769 
1807 50%], Wang Zhijie [3769 1807 2638], Wang Yongcheng [3769 3057 2052), 

Wang Siqi [3769 1835 7871], Wang Jiachong [3769 1367 1404], Wang Guilan [3769 
2710 5695] (female), Wang Zhenjiang [3769 2182 W368], Wang Chonglun [3769 1504 
0243], Wang Xizhou [3769 6932 0719], Wang Fude [3769 4395 1795], Yun Feng 

(0061 1496] (Mcngolian nationality), Mao Juzhou [3029 6880 5297], Wu Lan 

[3527 5695] (Mongolian nationality), Fang Ming [2455 2494], Shi Qing [4358 72W], 
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Lu Jie [415] 2638], Zhafula Saiyiti Kamaer [2089 3940 2139 6457 0181 0595 3854 
1422] (female, Kazakh nationality), Pingcuo Wangqiu [1627 2238 249) 4428] 
(Tibetan nationality), Tian Guiqing [3944 2710 0615], Xing Fangqum [6717 2455 
5028}, Ji Ling [0679 3781] (female), Bi Kiulan [3968 4423 5695] (female, Hoche 
nationality), Zhu Xuefan [2612 1331 5400], Zhu Senlin [2612 2773 2651], Wu Zeli 
[0124 3419 4409] (Puyi nationality), Xiang Layu [0686 5198 3768] (female), 
Liu Shi (0491 1395], Liu Gan [0491 3227], Liu Shilin [0491 1102 2651], 
Liu Jiatang [0491 1367 0781], Liu Zhisheng [0491 2535 3932], Liu Daoxuan 
[0491 6670 1357] (female, Yao nationality), Qi Ping [7871 1627], Jiang Shuisheng 
{368 3055 3932], Xu Ming 6079 2494] (female), Maimaiti Seyita Reyimu [6314 
6314 2251 0181 2251 3583 0181 2606] (Uygur nationality), Ru Xin [3067 0207], 
Hua Youhao (5363 2589 3185] (female, Hui nationality), Su Guangming [5685 
1639 6900], Li Fei (2621 7378], Li Min [2621 2404] (female), Li Shenglin [2621 
3932 2651], Li Yunde (2621 6663 1795], Li Jinyu [2621 6855 3768], Li Tingfeng 
(2621 2185 6912], Li Guishu [2621 2710 3219] (female, Korean nationality), 
Li Meifang [2621 2734 5364) (female), Li Xianglin [2621 4382 7792], Li Pogui 
{2621 1237 6311], Li Xueying [2621 7185 3835] (female), Li Wanghuai [2621 
2598 3232], Li Yanjie [2621 3601 2638], Yang Xu [2799 2485], Yang Xicong [2799 
1585 5115] (female), Wu Yun [0702 0061], Wu Chu [0702 2806], Wu Yunduo [0702 
6663 6995], Wu Zhipeng [0702 1807 7720], Wu Tongzhang [0702 1749 4545], He Wenwan 
[0149 2429 1238] (female), He Qimei [0149 7871 1188] (female), Zou Liying [6760 
4539 5391] (female), Wang Xiaoping [3076 1420 5493] (female), Song Kanfu [1345 0170 
1133), Zhang Jian [1728 0256], Zhang Qi [1728 4388], Zhang Jinzi [1728 0093 1311) 
(female, Korean nationality), Zhang Tianlin [1728 1131 2651], Zhang Baifa [1728 
+102 4099], Zhang Kezhong [1728 0344 1813], Zhang Xintai [1728 6580 3141], 

ang Xuezhuang [1723 1331 8369], Zhang Shaoxian [1728 4801 0341], Zhang Fuyou 
(1728 1381 2589], Zhang Weizhen [1728 4580 2823], Chen Yu [7115 1432], Chen Kaifa 
(7115 70W 4099] (Tujia nationality), Chen Shaoping [7115 1421 1627], Chen Yongwen 
(7115 3938 2429], Chen Youyi [7115 2589 5030], Chen Hongqi [7115 3163 0796], 
Chen Maozhi [7115 5399 1807], Chen Nengxing [7115 5174 5281], Chen Suzhi [7115 
4790 5347) (female, Man Chu nationality), Chen Fuhan [7115 4395 3352], Chen Dengming 
[7115 4098 2494], Lin Shaoqing [2651 1421 7308], Lin Huajing [2751 5478 2529], 
Yi Lirong [2496 4409 1369], Luo Shuzhen [5012 3219 3791] (female), Jin Zhifu 
[6855 4160 1133], Zhou Wencan [0719 2429 3503], Zhou Chuandian [0719 0278 0368], 
Zhou Dexin [0719 1795 2450] (Li nationality), Zheng Gan [6774 1626], Zheng Jinghua 
[6774 2533 5478], Qu Qiuyun [1448 4428 5089], Znao Shi (6392 4258], Zhao Dapeng 
[6392 1129 7720], Zhao Shouli [6392 1343 4409], Zhao Jincheng [6392 6855 1004], 
Zhao Yinhua [6392 5593 5478], Zhao Jingtang [6392 2529 2768], Hao Wuhan [6787 
2976 3352), Hu Fuchen [5170 3940 5256], Hou Shunbao [0186 7311 1405], Hou Dewu 
[0186 1795 2976], Shi Qiwen [2457 0796 2429], Wen Bangchun [5113 6721 2797], 
Gong Yunpan [1362 0061 3140], Zhu Yanping [4376 1693 1627], Zhu Linfang [4376 
7792 5364], Yao Tianfu [1202 1131 1381], He Yinsheng [6320 1377 3932], 
Luo Shengan [743 0524 1344], Ao Ronghua [2407 2837 5363] (female, Daur nationality), 
Yuan Zhangdu (5913 1728 1653], Yuan Jingyao [5913 2529 1031], Xia Yutian [1115 
7183 3944], Gu Dachun [7357 1129 2797], Gu Zhiping [7357 1807 1627], Qian Dadong 
[6929 1129 2639], Qian Yunqing [6929 0336 1987], Qian Jinkui [6929 6855 1145], 
Ni Zhifu, Gao Junting [7559 0193 0080], Guo Guoyong [6753 0948 8673], Tang Yuping 
[0781 3768 5493] (female), Pu Tongxiu [3184 6639 0208], Huang Minwei [7806 3046 
0251], Huang Shuyou [7806 2885 1429], Cao Kungen [2580 0981 2704), Cao Fujun 
[2580 4395 3182], Gong Guangwen [7895 0342 2429] (female), Cui Yingguo [1508 
2503 0948], Kang Ke [1660 0344], Kang Yonghe [1660 3057 0735], Zhang Ruiying 
[4545 3843 5391] (female), Liang Chao [2733 6389], Liang Yande [2733 1750 1795], 
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Liang Shugin [2733 3219 3830) (female), Liang Zhaoxin [2733 5128 2450], 

Ge Delin [5514 1795 2651], Dong Xiangge [5516 7449 7041] (female), Dong Yunqgi 
[5516 5686 3823], Jiang Yi [5592 3015], Jiang Yongqing [5592 3057 3237], 

Han Kai [7281 0418], Han Yuying [7281 3768 5391) (female, Salar nationality), 
Han Xiya [7281 6007 7161], Han Ronghua [7281 2837 5478], Tan Naizhe [6009 0035 
0772) (Zhuang nationality), Cheng Xiulan [4453 4423 5695] (female), Fu Shuyuan 
{0265 3219 1254] (female), Lu Wen [6727 2429], Lan Guangshu [5663 6034 2885] 
(She nationality), Cai Min (5591 2404], Cao Shixiong [5591 0013 7160], Miao 
Zhuomin [4924 0587 3046], Xue Zhaoyun [5641 2507 9462] (female), Mu Qibin [4476 
0366 1755], Dai Renli (2071 0088 2810) (Yi nationality) and Qu Huijin [4234 
5610 6874] (female). 


The secretary general: Gu Dachun. 
Namelist Continues 
OW291029 Beijing XINHUA Domestic Service in Chinese 1511 CMT 27 Oct 83 


[Text] Beijing, 27 Oct (XINHUA)--Namelist of members and altemate members of 
the LOth Executive Committee of the All-China Federation of Trade Unions. 


Executive Committee members (241, their names are arranged in the order of the 
number of strokes in their surname): Ding Zhishi [0002 0037 0013), Ding Keze, 
Ma Yunxiang [7456 0061 4382) (Hui nationality), Ma Yuying [7456 3768 5391) 
(female, Hui nationality), Ma Shiqing [7456 0013 3237) (Hui nationality), 

Ma Hongsen [7456 3163 2773] (Hui nationality), Ma Zhenchun [7456 2182 2504], 
Ma Shuzhen [7456 3219 3791] (female, Dongxiang nationality), Wang Xun, 

wang Shuang (3769 3642], Wang Jing [3769 7231], Wang Guangling [3769 1639 

3781) (female), Wang Ziyun [3769 1311 0061], Wang Youchen [3769 0645 6591], 
Wang Shenxiang [3769 3947 6116], Wang Lijun [3769 4539 6511] (female), 

Wang Yongcheng [3769 3057 2052], Wang Tinglan [3769 1694 1526], Wang Huayuan 
(3769 5478 0337], Wang Shouqin [3769 1343 0530], Wang Xianfang [3769 6343 5364] 
(female), Wang Shangwu [3769 1424 2976], Wang Jianguo [3769 1696 0948], 

Wang Siqi [3769 1835 7871], Wang Zhenjiang [3769 2182 3068], Wang Jiachong 
(3769 1367 1404], Wang Chonglun, Wang Cuie [3769 5050 1230] (female), Yun Feng 
[0061 5762] (Mongolian nationality), Yun Shuxian [0061 3219 6343] (female, 
Mongolian nationality), Ma Lan [7456 5695] (female, Mongolian nationality), 
Fang Ming, Ping-Cuo-Wang-Qiu [1627 2238 2489 4428] (Tibetan nationality), 
Zhafula Saiiti Kamae [2610 3840 2139 6357 0181 2251 0595 3854 1422] (female, 
Kazakh nationality), Ye Shude [0673 3219 1795] [female), Tian Fengwu [3944 

7685 2745], Bai Shumao [410] 2885 5399], Feng Zhigang [7458 1807 0474], Feng 
Rongshi [7458 1369 1102], Situ Zhenmin [6674 1778 2182 3046], Ni-Ma-ci-Ren 
[1441 3854 2945 0088] (Tibetan nationality), Xing Fangqun, Pu Zhouhong 

[2613 0719 3163] (Korean nationality), Pu Lianshun [2613 5571 7311] (female, 
Korean nativnality), Lu Zongde [0712 1350 1795], Lu Baozhu [0712 0202 2691], 
Zhu Long [2612 7893], Zhu Cheng [2612 1004], Zhu Congyi [2612 1783 5030], 

Zhu Hongan [2612 1347 1658], Zhu Senlin [2612 2773 2651], Wu Zeli [0124 

4419 4409) (Buyi nationality), Liu Shi [0491 1395], Liu Wong [0491 3163] (female), 
Liu Gan [0491 3227], Liu Dalong [0491 1129 7893], Liu Qilin [0491 1142 2651], 
Liu Zhongxuan [0491 1813 6693], Liu Peixian [0491 0160 6343] (female), Liu Jiatang 
[0491 1367 0781], Liu Zhisheng [0491 2535 3932], Liu Ruiguo [0491 3843 0948], 
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Qi Ping [7871 1627], Qi Cuiping [7871 5050 5493] (female), Guan Huai [7070 2037), 
Guan Shugin [7070 3219 3830] (female, Manchu nationality), Jiang Shuisheng 

[3068 3055 3932], Jiang Changyuan [3068 7022 3293], Ru Kin [367 0207), Sum Yuee 
{1327 2588 123] (female), Sum Hongmin [1327 3163 2404] (female), 
Mai-Mai-Ti-Se-Yi-Ti [6314 6314 2251 5331 0161 2251] (Uygur nationality), Su Jianhua 
(5685 1696 5478] (female, Jiang nationality), Tu Erxun [2629 1422 6676}, 

Li Fei [2621 7378], Li Ji [2621 0370], Li Taifu [2621 1132 4395], Li Lehui [2621 
2867 6540], Li Shenglin (2621 3932 2651], Li Yunde [2621 6663 1795], Li Qingru 
[2621 1987 0320], Li Guoqi [2621 0948 0796], Li Jinshui [2621 6885 3055], 

Li Tingfeng [2621 2185 6912], Li Meiqi [2621 5019 0366], Li Sujing [2621 4790 
7234] (female), Li Xueying [2621 7185 3855] (female), Li Pogui [2621 1237 6311}, 
Li Meifang [2621 2734 5364) (female), Li Jingfang [2621 2529 5364], Li Yanjie 
[2621 3601 2638), Li Lurong [2621 7216 5554] (female), Yang Xu [2799 2485], 

Yang Wanrong [2799 8001 2837], Yang xicong [2799 1585 5115] (female), Yang Hongfa 
(2799 1347 4099], Wu Chu [0702 2806], Wu Zhongze [0702 0112 0463], Wu Quanying 
{0702 0356 3602], Wu Yunduo [0702 6663 6995], Wu Junzhi [0702 0193 5347] (female), 
He Qimei (0149 7871 1188], Tong Bofen [0157 2672 5358] (female, Manciu 
nationality), Yu Zhixiang [0151 1807 4382], Zhou Huili [6760 1920 7812] (female), 
Zhou Ruilu [6760 3843 4389], Xin Yide [6580 4135 1795], Wang Zhongqing [376 [as 
printed] 1813 3237], Wang Shuyu [3076 2885 3768) (female), Song Tingzhang [1345 
1694 4545], Zhang Xiong [1728 7160], Zhang Tianlin [1728 1131 2651], Zhang Yulan 
[1728 3768 5695] (female), Zhang Hanming [1728 3352 2494], Zhang Beifa [1728 
4102 4099], Zhang Zhaobin [1728 0340 2430], Zhang Xiuhua [1728 4434 5478] (female), 
Zhang Xintai (1728 6580 3141], Zhang Hongren [1728 1347 0088], Zhang Shaoxian 
(1728 4801 0341], Zhang Weiming [1728 4850 2494], Zhang Fuyou [1728 1381 2589], 
Zhang Fuxue [1728 4395 1331], Zhang Dechun [1728 1795 2504] (female), Zhang 
Dexiang [1728 1795 4382], Chen Yu [7115 1342], Chen Ling [7115 3781] (female), 
Cheng Shaoping [7115 1421 1627], Chen Yongwen [7115 3938 2429], Chen Youyi 

{7115 2589 5030], Chen Fangfang [7115 5364 5364] (female), Chen Maozhi [7115 

5399 1807], Chen Bingquan [7115 4426 2938], Chen Shangwen [7115 1424 2429], 

Chen Zhongxiu [7115 6988 4423] (female), Chen Suzhi [7115 4790 5347] (female, 
Manchu nationality), Chen Jingyong [7115 2529 3938], Chen Dengming [7115 4098 
2494], Chen Fuhan [7115 4395 3352], Shao Huapei [6730 5478 0160) (female), 

Lin Gao [2651 4108], Lin Shaogng [2651 1421 7308], Lin Huajing [2651 5478 2529], 
Lin Jinghe [2651 2529 0735], Yi Lirong [2496 4409 1369], Luo Gan [5012 1626], 

Luo Shuzhen [5012 3219 3791] (female), Jin Shigui [6855 1102 6311], Jin Zhifu 
(6855 4160 1133], Zhou Wencan [0719 2429 3503], Zhou Chuandian [0719 0278 038], 
Zhou Bojun [0719 0130 7486], Zhou Zhenxiang [0719 2182 4382], Shan Shu [0830 
2579], Lang Minlu [6745 2404 6424] (female, Manchu nationality), Zhao Shouli 
{6392 1343 4409], Zhao Jincheng [6392 6855 1004], Zhao Yinhue [6392 5593 5478], 
Zhao Jingtang (6392 2529 2768], Hu Fuchen [5170 3940 5256], Ke Lianying [2688 
5571 5391] (female, Goashan nationality), Yu Linghui [0358 3781 1979] (female, 
Manchu nationality), Shi Qiwen [2457 0796 2429], Jiang Renkui [1203 0088 1145], 
Jiang Dianjia [1203 W13 3946], Hong Shangqing [3163 1424 3237], Xuan Guoying 
(1357 0948 5391] (female), Gong Yunpan [1362 0061 3140], Zhu Peiming [4376 

0160 7686] (female), Zhu Linfang [4376 7792 5364], He Yinsheng [6320 1377 3932], 
Luo Shengan [7482 0524 1344], Qin Mingzhen [4440 6900 4631], Yuan Zhangdu [5913 
1728 1653], Yuan Jingyao (5913 2529 1031], Nie Zhaochang [5119 0340 2490], 

Gu Dachun [7357 1129 2797], Gu Lingchang [7357 0109 7022], Gu Zhiping [7357 

1807 1627], Qian Dadong [6929 1129 2639], Qian Yunqing [6929 0336 1987], Qian 
Jinkui [6929 6855 1145], Ni Zhifu, Xu Qian [1776 6197], Ku Yinsheng [1776 

1377 3932], Xu Jisheng [1776 4949 3932], Yin Shuiqiu [3009 3055 3808] (female), 
Weng Qiao [5040 5062], Gao Daibo [7559 0108 3134], Gao Junting [7559 0193 0080], 
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Guo Aizhen [6753 1947 3791] (female), Tang Yuping [0781 3768 5493] (female), 

Pu Tongxiu [3184 6639 0208), Huang Youan [7806 3945 1344], Huang Hanyun [7806 
3352 0061], Huang Minwi [7806 3046 0251], Huang Renlai [7806 0117 0171] (female), 
Huang Shuyou [7806 2885 1429], Cao Yuxia [2580 3768 7209] (female, Hui 
nationality), Cao Kungen [2580 0981 2704), Cao Fujun [2580 4395 3182], 

Gong Dingzhu [7895 1353 2691], Kang Ke [1660-0344], Kang Yonghe [1660 3057 0735], 
Zhang Ruiying [4545 3843 5391] (female), Liang Chao [2733 6389], Liang Yinshan 
[2733 09% 0810], Liang Yande [2733 1750 1795], Liang Shugin [2733 3219 3830) 
(female), Wei Jianxing [1414 0256 5887], Tu Guorui [1458 0948 3843] (female), 
Peng Weijun [1756 1218 6511], Dong Yungong [5516 0336 0501], Dong Yingchi [5516 
539). 3069], Dong Xiangge [5516 7449 7041] (female), Dong Yungi [5516 5686 

3823), Jiang Yi {5592 3015], Jiang Yongqing [5592 3057 3237], Han Kai [7281 
0418], Han Xiya [7281 6007 7161], Han Ronghua [7281 2837 5478], Qin Naizhe [6009 
0035 0772) (Zhuing nationality), Cheng Yucai [4453 3768 2088], Cheng Daoqin 
(4453 6670 295721, Fu Shuyuan [0265 3219 1254] (female), Zeng Yihua [2582 50% 
5478) (female), Xie Susu [6200 4790 3790] (female), Lai Tianmin [6351 1131 3046], 
Cai Min [5591 2404], Cai Shixiong [5591 0013 7160], Guan Yunfeng [4619 0061 
1496], Miao Zhuomin [4924 0587 3046], Zang Hongxing [5258 4767 2504], Xue Guangyu 
[5641 0342 0342 5940] (Hui nationality), Xue Zhaoyun [5641 2507 9462] (female), 
Mu Dacai (4476 1129 2088] (Hui nationality), Mu Qibin [4476 0366 1755], Dai Renli 
(2071 0088 3810] (Yi nationality), Wei Lian [7614 6647], Qu Lanxiang [4234 

5695 7449] (female), Qu Huijun [4234 5610 6874] (female). 


Alternate members of the executive committee (83, in order of the number of votes 
each received): 


Ma Jun [7456 7486], Mao Yunqing [3029 0061 0615], Yin Hongyu [1438 4767 3768] 
(female), Lu Lifen [4151 7787 5358] (female, Zhuang nationality), Bi Xiulan 

[3968 4423 5695] (female, Hezhen nationality), Lu Xiufang [0712 4423 5364] 
(female), Zhu Zhengxian [2612 2973 0103] (female), Zhu Yansheng [2612 3601 3932], 
Ren Guochen [0117 0948 1820], Xiang Xiaojiu [0686 1420 0046], Su Zhicheng [5685 
1807 2052), Su Fuan [5685 4395 1344], Li Wanqin [2621 8001 3830] (female), 

Li Guomin [2621 0948 346], Li Jine [2621 6855 1230] (female), Li Shuan 

(2621 5289 1344], Yang Yun [2799 0061] (female), Yang Kejian [2799 0344 0313], 
Zhang Lichao [1728 4539 6389], Chen Zhenglan [7115 2973 5695] (female), 

Chen Guangchou [7115 0385 0321], Shao Guoxiang [6730 0948 4161], Yao Qinglian 
{1202 3237 4688], Rejiefu Rihefu [3583 0094 3940 3583 0678 3940] (Uygur nationality), 
Xu Yuchang [1776 5148 2490], Xu Guiwen [1776 2710 2429] (female, Man nationality), 
Weng Jixue [5040 4949 1331], Sheng Deying [4141 1795 5391] (female), Fu Deyi 
[0265 1795 509], Wen Quanwang [3306 3123 2489], Bao Haipeng [7637 3189 7720] 
(Mongol nationality), Pei Zhenmin [5952 2182 346], Dao Qunfen [0430 5028 5538] 
(female, Thai nationality), Yu Lifan [0060 4539 0416] (female), Ma Chunying 

(7456 2504 5391] (female, Hui nationality), Mao wuzhou [3029 6880 5297], Fang 
Manli [2455 2581 7787] (female), Ai Kewu [5337 0344 2976], Tian Guanghui 

{3944 1684 1979] (female), Bai Yingjie [4101 5391 2638](Man nationality), 

Feng Jianzhong [7458 1696 0022], Zhu Ying [2612 4481) (female), Liu Yixin 

{0491 0001 2450], Liu Yuzhi [0491 3768 5347] (female), Liu Sixiu [0491 4828 4423) 
(female), Li Luohai [2621 5012 3189], Li Ruirui [2621 3843 3843] (female), Hui 
nationality), Song Fuying [1345 0102 5391], Zhang Nan [1728 0589], Zhang Xiuying 
[1728 4423 5391] (female, Miao nationality), Zhang Kuanzhong [1728 6693 1813], 
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Luo Cai [5012 2088], Gao Huimin [7559 1920 2404] (female), Liang Guiting [2733 
6311 1694], Han Guiyou [7281 6311 0645], Cheng Weidong [4453 5898 2639], Zeng 
Guihua [2582 2710 53%3] (female), Zhu Youying [2612 2589 5391] (female), 

Guan Hengcai [7070 1854 ]088] (Man nationality), Zhang Yongsheng [1728 3057 
0524], Zhang Zhijian [1728 1807 1017], Can Ju [0639 5468] (female, Tibetan 
nationality), Hu Yingui [5170 6892 6311], Gu Dezhong [7357 1795 1813], Guo Shugin 
{6753 3219 3830] (female), Tang Wenhua [0781 2429 5478] (Man nationality), 
Huang Qifan [7806 1142 1581], Cao Huamin [2580 0553 3046], Wang Xiangyuan 

{3769 4161 0337] (female), Chen Manli [7115 2581 7787] (female), Zhou Huaqwm 
[0719 0553 5028], Han Yuying [7281 3768 5391] (female, Salar nationality), Wei 
Yanchen [7614 3601 2525] (female, Tibetan nationality), Wang Yi [3769 5030], 
Wang Jun [3769 6511], Wang Yuchun [3769 3768 2504] (female, Miao nationality), 
Du La [2629 5461] (female), Chen Songyan [7115 2646 1750], Diao Xiuyun [0431 
4423 0061) (female), Ye Ning [5509 1337] (female), Zhang Yufen [1728 3768 5358] 


(female, Miao nationality), Lu Xiumei [4151 4423 2734] (female), and Li Yan 
{2621 1750] (female). 
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NATIONAL POLICY AND ISSUES 


BRIEFS 


TRADE UNION FEDERATION LEADERS--Beijing, 29 Oct (XINHUA)--The 10th Executive 
Committee of the All-China Federation of Trade Unions held its first meeting 

on 28 October and elected its chairman, vice chairman, and members of the 
Presidium. The following is the namelist: Chairman: Ni Zhifu; Vice Chairmen: 
Gu Dachun, Wei Jianxing, Luo Gan, Wang Chonglum, Zhang Ruiying (female), 

Wang Jiachong, Jiang Yi. Members of the Presi :ium (their names are arranged 

in order of the number of strokes in their surnames): Wang Shenxiang, Wang 
Tinglaa, Wang Xun, Wang Zhenjiang, Wang Jiachong, Wang Chonglun, Liu Shi, 

Ru Xin, Mai-Mai-Ti Se-Yi-Ti, Li Shenglin, Li Xueying (female), Li Ji, Wu Chu, 
Chen Shaoping, Chen Bingquan, Chen Suzhi (female), Luo Gan, Luo Shuzhen (female), 
Zhang Baifa, Zhang Fuyou, Luo Shengan, Yuan Zhangdu, Gu Dachun, Qian Dadong, 

Ni Zhifu, Tang Yuping (female), Zhang Ruiying (female), Liang Shuqin (female), 
Wei Jianxing, Dong Yunqi, Jiang Yi, Han Kai, Han Ronghua, and Cai Shixtong. 
[Text] [HKO10837 Beijing RENMIN RIBAO in Chinese 30 Oct 83 p 4) 
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ECONOMIC PLANNING 


RENMIN RIBAO SUPPORTS KEY CITIES’ ECONOMIC ROLE 
HK270841 Beijing RENMIN RIBAD in Chinese 21 Oct 83 p 5 


[Article by Gao Shangguan [7559 1424 0356]: “Bring Into Full Play the Role 
of Key Cities") 


{(Text] Bringing into play the role of key cities in organizing the economy 
constitutes an important reform of the Chinese economic system. We should 
continue to explore this question in both theory and practice. 


Bringing Into Play the Role of Key Cities Constitutes a Strategic Measure for 
Attaining Better Economic Results in Society 


Since the founding of the PRC, the reform of our economic system has primarily 
centered on the question of management by departments or localities, arguing 
back and forth on the question of whether a certain problem should come under 
“our management” or “yours.” We have failed to break out of the circle of 
administrative management and to change the excessively rigid stat« management 
over enterprises. This has resulted in the conspicuous contradictions between 
different localities and departmeats. When enterprises come under the juris- 
diction of departments, the boundaries between different departments emerge. 
Likewise, when enterprises come under the jurisdiction of localities, the 
boundaries of different localities emerge. The strong barriers between different 
localities and departments are unfawrable to the coordination among specialized 
departments and to social production, adversely affect the i@rovement of labor 
productivity, and hamper technological progress. They encourage duplicate 
production and construction and affect the integration of production with demand. 
They are unfavorable to the comprehensive utilization of resources and waste the 
financial and material resources of the state. In short, the strong barriers 
between different localities and departments adversely affect the attainment of 
better economic results in society, Experience gained in the past 3 decades 
and more has proved that good results cannot be attained by solving the contra- 
dictions between different localities and departments alone. We ‘ow raise 

the question of bringing into play the role of key cities in solving the con- 
tradictions between different localities and departments. This is indeed a 
important indication that Ghina’s economic system has entered a new period. 


Why is it necessary to lay particular stress on bringing into play the role of 
key cities in organizing the economy? 





l. Cities occupy am important position in China's national economy. More 
than 80 percent of our state revenue comes from urban industry and commerce. 
The cities account for about two-thirds of the fixed national industrial 
assets and three-fourths of the gross national value of industrial production. 
The development of urban economy exerts a great influence on the national 
econony. 


2. Cities are not only the centers of industrial production but also the centers 
of science, technology, culture, education, and the training of competent persons. 
The institutes of higher learning and the scientific research institutes in our 
country are concentrated in the cities. Provided with a powerful industrial, 
scientific and technological base, cities serve as an important base in support- 
ing agriculture and promoting agricultural modernization. 


3. Cities are hubs of communications and transport. Due to their good transport 
tacilities, quick access to information, and tw.s storage and transport systems, 
cities naturally serve as the centers of comwduity and material exchange and of 
domestic and foreign trade. They can deliver products to consumers at the 
fastest speed and the leart cost and promptly transmit data on market demands 

to tactories and enterprises. The speedily developing urban financial wder- 
takings can play af important regulatory role in economic development. 


4. By organizing economic activities centered on cities we can easily solve the 
contradictions between different localities and departments. The development of 

urban industries is aimed primarily at meeting the needs of other markets rather 

than of the city itself. Unlike other localities, a city ‘5 disinclined to close 

its doors to commercial intercourse. Therefore, bringing into play the role of 

key cities constitutes an important link in breaking down the strong barriers 

between different localities and departments and between town and country, / 
preventing duplicate production, umclogging the circulation of commodities, putting 
4 stop to the waste in transport, and vovercoming multiple leasership. 


The fundamental aim of bringing into play the role of key cities is to improve the 
economic results of the society as a whole. Naturally, it is important to itprove 
the economic results of an enterprise, a department, or a locality. But there 
should be a precondition, that is, it is necessary to organize production and cir- 
culation according to the needs of social production. If an enterprise, a depart- 
ment, or a locality proceeds from the interests of its own unit and establishes 
its own system by engaging in “large and complete” or “small but complete” 
projects, it may attain temporary and partial “economic results” for the small 
circle. However, the greater these “economic results,” the less the economic 
revults of society ss a whole are likely to be. Therefore, bringing into full 
play the role of key cities in organizing economic activities, breaking down the 
estrone barriers between different localities and departments and between town 

and cowmtry, and organizing production and circulation in accordance with the 
needs of social production constitute an important strategic measure for 

attaining better economic results in society as a whole. 
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Only by Making Great Efforts To Organize Economic Integration of Different 
Localities and Departments Is It Really Possible To Bring Into Play the Role 
of Key Cities 


In order to change the organizational setup of enterprises characterized by 
"large and complete” or "small but complete” projects and by the strong 
barriers between °* .fferent localities and departments, it is necessary to rely 
on key cities to »rganize gradually various forms of economic integration of 
different localicries and departments in accordance with the needs of mass 
social production and the principle of coordination among specialized depart- 
ments. 


As far as economic integration of different departments is concerned, it is 
first of all necessary to organize products of the same category, irrespective 
of their departments, in light of the different conditions and according to 
different parts and components. This makes it possible to share out the work, 
to ccoperate with one another, and to carry out mass social production. At the 
same time, with respect to technologies of the same kind in the same city, such 
as heat treatment, electroplating, casting, forging, and machine-repairing, 
irrespective of the trades and professions they belong to, it is necessary to 
concentrate them properly and, by breaking down the boundaries of different 
traces and professions, to organize them into technological coordination and 
service cencers which operate independently with independent accounting units. 
Mc’ 20"er, it is necessary to organize all enterprises in the same city, irrespec- 
tii: of their departments, in accordance with the comprehensive utilization of 
res urces in order to attain better economic results. 


However, in bringing into play the role of key cities, we should not confine 
ourselves to the organization of economic links and coordination in our ow 
cities. More importantly, we should go beyond the scope of a city and break 
down the boundaries of different localities and departments by gradually 
establishing different types and sizes of economic zones and networks which 
combine different localities and departments, which combine town and country, 
and which develop various trades and professions in a comprehensive way, suh 
aS agriculture, industry, commerce, transportation, science and technology, 
data, and services. Naturally, jt is very difficult to go beyond the scope 
of a city and to break the boundaries of different lecalities and departments 
but good symptoms have already emerged. According to the preliminary experience 
gained in various localities, in extending beyond the scope of a city and 
organizing economic integration of different departments, it is necessary to 
give consideration to various popular industries and products in accordance 
with the principle of equal interests and, taking famous brands of products 
as “dragon heads,” to form networks of work sharing and cooperation. 


Achieve Integration of Town and Country in Which Cities Exercise Leadership 
Over the Rural Areas 


An inexorable trend of economic development is that cities exercise leadership 


over the rural areas. For many years in the past, the division of the 
administrative system and the strong barriers between different localities and 
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departments have resulted in a situation characterized by the division between 
town and country and between workers and peasants. This is unfavorable to the 
development of both town and country. In order to solve this problem, it is 
necessary to find an appropriate form to combine the superiority of both town 
and country and gradually to set up economic zones which centers on key cities, 
Which take the rural areas as the(r basis, which take small and medium cities 
and towns as links, which combine town and country, and which integrate workers 
with peasants. In this way, we can avoid the unlimited inflation of big cities 
and also promote in a planned way the construction of many small market towns 
in the rural areas. 


Practice has proved that in the economically developed localities where industry 
accounts for a big proportion and where the conditions of cities are fairly good, 
the implementation of the system of cities exercising leadership over the rural 
areas helps to bring into play the role of key cities, promotes the building 

of material and spiritual civilization in the rural areas and the concerted 
development of the urban and rural economy, and helps to establish a new type 

of relationship between town d country characterized by the combination of 
town and country and the i ation of workers with peasants. 


When we say that a city should promote the development of the surrounding rural 
ar’+as, we do not mean that the bigger the size the better or that the more 
counties coming under its jurisdiction the better. Im fact, it is restricted 

by the objective conditions. Therefore, we should not overdo it. For this 
purpose, we “houlid take into consideration the economic strength of each city, 
the specific conditions of its links with the rural economy, and other factors, 
such as communications and transport. If it exceeds its capability, it will not 
achieve the expected resulis and will even suffer losses. Some cities have neither 
great economic strength nor good conditions. If we insist that they should also 
promote the development of a few counties, this will result in a "iittle horse 
pulling a big cart," which is unfavorable to the development of the urban and 
rural economy. 


Correctly Hurdle the Relationship Between Key Cities and Economic Zones and 
Prevent Cities From Creating New Barriers 


Under the conditions of commodity production and exchange, various economic 

links will inevitably exist between town and county and between different cities, 
This is an objective basis for the formation of big and small economic zones, 

A hey city needs the surrounding areas as its base for development and an 
economic zone also relies on a key city. An economic zone is different from an 
administrative one in that it reflects the intemal links of the economy, It 
relies on the economic strength of key city radiating in all directions. 
Naturally, the intensity of its radiation is difierent and the scope of its 
influence is also differen... If the economic strength of a city is strong, 

it can absorb more of the surrounding areas and become a bigyer economic center, 


Every economic zone or key city should have its special features. It should 
not be turned into an all-round zone or city, putting itself at the core” in 
everything. Every economic zone or key city should develop its popular 
industries or products in light of its own specific conditions. It should not 
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decide this question at will but should take the best economic results as the 
standard. Having both strong and weak points, every economic zone or city 
produces its popular products in exchange for the unsuccessful ones. That is to 
say, we should act according to economic law. 


A question that worries all of us is that of whether, in bringing into play 

the role of key cities, cities will create new barriers, Judging from some 
conditions that have emerged in the actual economic life, we cannot but pay 
attention to and guard against this problem. Quite a few cities want to set 

up their own systems by putting "themselves at the core." Some of them do not 
want to integrate themselves with other places and some sever their relaticns 
of coordination with other places. They make arrangements for the production 
in the factories of the cities of some spareparts or components formerly 
processed by or purchased from other places and prohibit the enterprises in the 
cities from purchasing spare parts or components from other places. These 
practices cannot correctly bring into play the role of cities, do not conform 
to the demands of mass social production, and are wfavorable to the attainment 
of better economic results. They run counter to the principles and policies 

of the party. 








In order to bring into full play the role of key cities and to prevent them from 
creating new barriers, it is necessary to solve the problems of some systems 
and polictes. 


1. Further improve the system of substituting taxes for profit and gradually 
change the method of paying taxes from one level to another according to the 
administrative subordination of enterprises. After the reform, the relationship 
between the government and enterprises should be turned into one of tax revenue. 
That is to say, the enterprises should pay taxes to the central and local 
authorities according to the stipulated tax categories and rates. This can pre- 
vent the relevant departments or local authorities from imposing on the enter- 
prises some unnecessary administrative interference in their own interests and 
enables the enterprises to become relatively independent commodity producers. 
Following the continuous improvement of the system of gubstituting taxes for 
profit, the existing financial system based on the division of enterprise profit 
will be gradually transformed into one based on the division of tax categories, 
thus solving the relationship between the central and local authorities and 
between the state and enterprises. Under these conditions, we can develop in a 
more satisfactory way commodity exchanges between various enterprises, build 
closer relations between them, and help them organize production and circulation 
according to the principle of economic rationality and the needs of mass social 
production and carry out necessary reorganization and integration. This is 
favorable to the vigorous development of the economic zones which rely on key 
cities. It also helps prevent key cities and economic zones from creating new 
barriers. 





2. Gradually carry out rational division of work between the government and 
enterprises and change the irrational situation characterized by "mayors managing 
enterprises and factory directors managing society." In managing enterprises, 
the cities should shift their current activities from ones which chiefly rely on 
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administrative methods to manage the production, supply, and marketing of 

products into ones which take the attainment of better economic results as the 
objective and which chiefly rely on the application of economic measures to 
organize coordination among specialized departments, reorganization, integration, 
and the rational utilization of resources according to the internal relationships 
of the economy. They should promote the construction of scientific, technological, 
cultural, educational, public health, and other public facilities, strengthen 
comprehensive city services, provide production and circulation facilities, and 
promote contacts betwee: enterprises. 


3. Bring into play the role of trade and functional departments. To avoid 
duplicate construction and production, it 1s necessary to formulate trade and 
regional plans under the guidance of state planning. Through trade plans, we 

can do a good job of sharing out the work among various localities, overcome 

the barriers between different localities, and prevent the localities or cities 
from setting up their own systems. Through regional plans, we can overcom 

the barriers between different departments and prevent the departments from 
setting up their own systems. The transformation plans of enterprises should be 
subordinated to the demands of trade and regional plans, and efforts should be 
made to prevent enterprises from becoming "big and complete" or "small but 
complete." It 16 necessary to integrate closely trade and regional plans with 
the transformation plans of enterprises in order to make them dovetail. More 
importantly, we should proceed from the overall situation and organize production 
and circulation according to the needs of mass social production. At the same 
time, it 1s necessary to bring into play the functional role of the state compre- 
hensive departments. In an effort to avoid duplicate construction, key capital 
construction projects should not be assigned according to different localities or 
departments but should be directly assigned by the State Planning Commission; 
investment in capital construction should be kept under strict control and, without 
prior approval, construction or expansion of factories is prohibited; and, without 
prior approval, no relations of coordination formed with other localities over 
the years should be terminated at will. 


4, Gradually reform the assessment targets and the statistics system. When 
making designs for the planned target system, it is necessary to change gradually 
from stressing targets in kind to stressing value targets. The existing system 

of assessing the governments at various levels according to output value, tempo, 
and profit 1s unfavorable to the attainment of better economic results and tends 

to bring about "big and complete” or "small but complete” enterprises. According 
to the stipulations of the existing statistics system, the output value, tempo, 

and results of investments {r or integration with other localities of some advanced 
cities should be included in the localities. This has adversely affected the 
initiative of advanced cities to develop integration with other localities. for 
this purpose, before carrying out a fundamental reform of the assessment system, 

it je necessary tu divide and calculate the output value, output, and profit of 

the integration of relevant cities according to the terms of contracts. The trans- 
fer of bank tvans for joint investment between different localities and depart- 
ments suculd be permitted. By reforming the assessment targets and the statistics 
system, We can correctly reflect and evaluate the achievements of integration and 
coordination between the cities and other localities and thus promote integration 
between different localities. 
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AGGREGATE ECONOMIC DATA 


FIGURES ON SEPTEMBER INDUSTRY, TRANSPORT 


HK250906 Beijing JINGJI RIBAO in Chinese 22 Oct 33 p 2 


[Report: 


[Text ] 


1, Output of main products 


bicycles 

sewing machines 
watches 
television sets 
radio sets 

tape recorders 
washing machines 
Came ras 

electric fans 


household refrigerators 


chemical fiber 
yarn 
cloth 
portion which is 
chemi cal 
fiber cloth 
silk fabric 
wool fabric 
knitting wool 
sugar 
crude galt 
cigarettes 
beer 


machine-made paper and 


cardboard 


Calculation 
unit 


10 ,000 
10,000 
10 ,000 
10 ,000 
10,000 
10 ,000 
10 ,000 
10 ,000 
10 ,000 

1 
10 ,000 
10 ,000 


units 
units 
uni te 
sets 
sets 
sets 
units 
units 
units 
unit 
tons 
tons 


100 million meters 112,44 


100 million meters 
100 million meters 
meters 


10 ,000 
10 ,000 
10 ,000 
10 ,000 
16 ,000 
10 ,000 


10 ,000 


tons 
tons 
tons 


chests 


tons 


tons 
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Jan to Sep Sep 
1983 1983 
2,002.09 245.49 
811.24 89.67 
2,613.17 279.31 
442.84 50.03 
1,367.27 181.24 
327.69 38. 3% 
267.47 31,61 
69.90 9,01 
791.81 72.08 
10,685 18,508 
38.78 4,85 
249.20 28.10 
12.67 

37.87 4,89 
7.15 0.87 
10,051.29 1,249.51 
7.35 0,87 
276.49 0,19 
1,252.49 148.66 
1,327.16 183.21 
131.19 16,88 
470.44 55.69 


"Main Figures on Industrial Production, Communications, and Transportae- 
tion in September (Provided by States Statistical Bureau) "] 


Percentage of 
increase from 
Jan to Sep over 
same period 
last year 








{Table continues |} 





Calculation Jan to Sep Sep Percentage of 
unit 1983 1983 increase from 
Jan to Sep over 
same period 
last year 
electric bulbs 100 million units 9.12 1.08 115.5 
vaw coal 10,000 tons 51,118.26 5,883.41 106.7 
crude oil 10,000 tons 7,886.58 871.76 103.4 
natural gas 100 million 
cubic meters 91.23 9.89 104.4 
generated energy 100 million kwh 2,580.15 283.79 107.0 
portion which tis 
hy dropower 100 million kwh 641.78 76.25 119.1 
pig iron 10,000 tons 2,790.77 314.07 105.9 
steel 10 ,000 tons 2,967.51 336. 38 107.8 
rolled steel 10,000 tons 2,275.74 265.11 105.3 
coke (machine-made) 10,000 tons 2,552.72 286.72 103.4 
sulphuric acid 10,000 tons 639.22 72.02 105.7 
soda ash 10,000 tons 132.26 15.44 103.0 
caustic soda 10 ,000 tons 158, 80 17.75 103.6 
chemical fertilizer 10,000 tons 1,047.02 118.03 107.6 
medical chemicals 10,900 tons 3.75 0.43 114.3 
farm chemicals 10 ,000 tons 27.40 2.52 76.5 
cement 10,000 tons 7,795.76 946.72 113.5 
plate glass 10,000 standard 
chests 3,001.48 344,01 116.2 
electric power production 
equl pment 10,000 kw 127.75 29.32 139.6 
metal cutting machine 
tool 10,000 sets 8.93 1.13 121.5 
motor vehicles 10,000 units 17.95 2.16 122.1 
walking tractors 10,000 units % . 82 4.29 161.7 
locomotives Ll unit 455 58 121.3 
2. Communications and Transportatton 
volume of rail freight 100 million untts 8.65 0.97 104.1 
transport volume of cargo 
ships directly under the 
Ministry of Communications 
100 million tons 1.14 0.13 101.1 
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AGGREGATE ECONOMIC DATA 


BRIEFS 


SICHUAN INDUSTRIAL PRODUCTION--In September, the province's industrial production 
achieved new increases in its output value and profits. The industrial output 
value increased by 4.1 percent when compared with August figures. Profits 
submitted to the [word indistinct] by local industries increased by 28.7 percent 
when compared with August figures, representing a record high. From January to 
September, the province's industrial output value increased by 13.5 percent when 
compared with the same period last year. Of 100 principal industrial products, 
69 have met the processing requirement as stipulated in the annual plan. Annual 
quotas hive been fulfilled in 13 products, including copper, crude oil, alcohol, 
wine, synthetic detergent, light motor cars, glass for daily use, and matches. 
About 74.3 percent of the annual quota has been fulfilled in profits submitted 
to the state by local industries representing an increase of 14.7 percent over 
the same period last year. [Summary] [(HK261524 Chengdu Sichuan Provincial 
Service in Mandarin 2300 GMT 19 Oct 83 HK] 


HUNAN ECONOMIC COMBINES--Acccrding to statistics compiled by relevant departments 
at the beginning of September, rural areas in Hunan Province had 23,740 new 
economic combines. in which 86,097 households accounting for 0.8 percent of the 
total number of peasant households. [Summary] [Changsha Hunan Provincial 

Service in Mandarin 1100 GMT 23 Oct 83 HK] 
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ECONOMIC MANACEMENT 


JINGJI YANJIU DISCUSSES DEVELOPING TOURISM 
HK201310 Beijing JINGJI YANJIU Chinese No 9, 20 Sep 83 pp 30-34 


[Article by Xu Bingwen [1776 4426 2429] of Hangzhou University: "Run Tourism 
in Conformity With the Law of Comprehensive Development"] 


[Text] The tourist industry is a comprehensive economic undertaking. But the 
work is yet to be done as to how to profoundly explain in theory the objective 
necessity and its concrete need for comprehensive development; there even 
exist distortion and misunderstanding of these questions. This article is 
aimed at explaining these questions in premature views. 


1. The Comprehensive Development of Tourism Is an Objective Law That Is 
Independent of People’s Will 


First, tourist activities tepresent comprehensive coneumer activities and 
therefore they have to be coupled with comprehensive service labor. Seen from 
the viewpoint of economic activities, tourism in general refers to direct 
tourist maiagement departments that are meeting the needs of tourists in tourist 
consumption through providing various services. In this aspect, these depart- 
ments are the same as commercial departments that are meeting the needs of con- 
sumers ii material consumption through providing materials. But there are 

three characteristic features of tourist consumption. First, it is spiritual 
consumption; second, tourists have to leave the places where they are living 

and change their location before tourist consumption can be realized; and third, 
consequently, tourists have to depart from their original basic living condi- 
tions. Therefore, according to these characteristics and in order to meet the 
needs of tourist consumption, it is necessary for tourist management departments 
not only to provide tourists with tourist resources (the main aim of tourist 
activities) but also to provide basic living conditions such as food and living 
facilities; otherwise it is difficult to carry out tourist activities. In par- 
ticular, modern tourism has not just simply providing tours as its aim; it also 
includes basic living conditions such as food, accommodation, and travelling 
facilities, which should be regarded as spiritual enjoyment, as well as shopping 
activities in other countries. Consequently, tourist activities have gradually 
become a combination of food, living facilities, tours and shopping and these 
aspects constitute a comprehensive consumption. It is therefore only natural 
for such tourist consumption to require comprehensive services and this con- 
sumption represents built-in and natural relations in the development of 
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tourist activities as well as an objective need that is independent of people's 
will. Such objective need has become an objective foundation for the fact 
that tourist departments are multifactor structures. 


Second, the comrpehensive services can be realized only through the coordina- 
tion of all the departments concerned in society. Direct tourist management 
departments belong to the service trade and their business activities consist 
mainly of providing labor service and not material production labor. But there 
is no way to meet the needs of tourist consumption if we merely rely on labor 
service. Labor service activities in tourism must be based on certain material 
conditions so that we will be able to provide tourist service. Tourist manage- 
ment activities in fact represent a combination of tourist service labor and 
such material conditions as tourist resources and facilities. In addition, 
comprehensive service labor also requires comprehensive material conditions. 
Therefore, this service cannot but rely on the coordination of a number of 
economic departments in society to form the social division of work. When 
tourist management departments are formed to become independent of the social 
division of work, they at the same time, form organic relations with economic 
departments in society. And following the development of tourism, these rela- 
tions become wider and closer and this situation is also independent of people's 
will. 


The above explanation shows that both the cor-rehensive service labor that is 
provided by direct tourist departments and the various materiai conditions that 
are provided by various social econun.ic departments for the development of 
tourism serve to explain that the comprehensive development of tourism is an 
objective law. If we disregard or go against this law, we will be punished by 
it and consequently the development of tourism will be hindered. 


2. The Comprehensive Development of Tourism Requires a Comprehensive Economic 
Structure 


Of course, compared with the complicated national economy, tourism is much more 
simple. But we have determined here that the various internal and external 
economic relationships of tourism objectively exist, and each of these relation- 
ships is indispensable. Therefore if we are able to build from the outset 

our tourist industry with a rational and proportionate structure, we will build 
a good toundation for the consistent and stable development of the industry. 


Following the needs of the development of tourism, China has gradually formed 
the most basic structure that includes providing foods and living facilities. 
But this structure is far from complete. 


For example, there have long existed sharp contradictions between tourism and 
communications (mainly railways and civil aviation). There are frequent con- 
tradictions in such aspects as passenger carrying capacity, the number of 
flights and trains, air routes, other routes, prices and service quality. This 
situation has not only caused economic losses to the tourist industry but also 
has affected the operation of such communications departments as civil avaition 
and the railways. The reason for such contradictions stems from the fact that 
we did not coordinate the need of communications, as required by the develop- 
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ment of tourism, with the carrying capacity that can be provided by the communi- 
cations departments for tourism; nor did we take measures to link these two as- 
pects proportionately and form them through plans and contracts. And this 
situation shows that it is necessary to include the planning for the development 
of tourism in the planning for communications as an indispensable part of tour- 
iam. Another example is that the increases ii: the number of tourists will con- 
sequently be followed by an increase in the need for non-staple foods and 
beverage. Over the past few years, however, tourist departments have frequently 
feund themselves in a passive position because they were in short supply of such 
goods as food and beverages. Many places have been compelied to buy non-staple 
foods from the agricultural trading market that is far from stable because they 
do not have enough supplies from commercial departments. During the peak season, 
staffs of enterprise offices under tourist departments in some places would be- 
come purchasers and would have to visit many places to buy non-staple foods. 
People have termed supply sections of such offices as “begging sections” because 
they gained goods through “asking one's favor." Because of shortages in 
beverage supply, some places have violated the regulations on foreign exchange 
and have used foreign exchange to buv beer from the friendship stores. Some 
other places have even purchased "goods rere~ld by the state,” that is to say, 
they purchased drygoods and beverages from Hong Kong and Macao that were exported 
from China, such as sea cucumber, shark's fin, mushrooms and hair-like edible 
seaweed. This situation also stemmed from the fact that the departm >%ts con- 
cerned <ic not include in their production and supply plans the non-staple foods 
and beverage that were needed for tourism. Another example is that in order to 
expand the handling capacity of tourism, we have developed the quite rapid 
building of hotels. But as such construction departed from the municipal con- 
struction plan, the building of municipal public utility facilities has conse- 
quently been lagging behind and there are shortages in supplies of water, 
electricity and gas, which affects the business of some hotels. This problem 
was caused by the fact that we did not consider the supply capacity of munici- 
pal public utility facilities as a necessary factor in developing tourism. All 
these examples show us that the tourist industry will be able to develop 
smoothly only when it has a rational structure that is based on its internal 

and external economic relations. And in order to enable the tourist industry 

to set up a rational structure, it is necessary for various departments concern- 
ed to coordinate in this aspect. 


The rational economic structure includes quality and quantity. With regard to 
quality, it is necessary to study, from the viewpoint of the whole tourist 
industry, the aspects and links that should be included to form the structure 
and then how to form this structure. The structure must be analyzed and studied 
from the point of division of work in the entire society and from the internal 
tourism situation itself; it is also necessary to study the law of the mutual 
relations and mutual restructuring of the various aspects, various factors, and 
various links of the tourist industry and various regions; that is to say, it 

is necessary to study the relations of labor exchange and materials among these 
aspects. With regard to quantity, it is necessary to study the process in the 
development of tourism and the pace of development of the factors of the forma- 
tion of the structure. It is also necessary to study the quantitative relations 
that should be maintained in distributing manpower, material power, and finan- 
cial power so that the various aspects, factors and links will be coordinated 

to promote the harmonious development of the tourist industry. 
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In order to set up a rational structure, it is imperative to work out scien- 
tifically a long-term plan for the development of tourism, as well as medium- 
and short-term plans; it is demanded that the limited development funds allo- 
cated by the state for tourism must be distributed and used rationally and 

that the various departments concerned must include in their plans the manpower, 
material power and financial power that are to be used to support the tourist 
industry so that these plans are linked with the plan for developing the 

tourist industry. 


The State Council pointed out in its resolution on strengthening the work of the 
tourist industry that this industry is part of the national economy. It said 
that the various departments of its management and provincial, municipal, and 
autonomous regional people's governments must respectively include in state 
and local economic plans such aspects as tourist plans and finance, communica- 
tions, supply of goods, the production and sales of tourist commodities, the 
survey, exploitation and protection of tourist resources, the building of 
tourist resorts of various sizes, hotels and friendship stores, and the train- 
ing, education and work assignment of tourist guides. (Footnote 1) (RENMIN 
RIBAO, 19 Oct 1981) This resolution reflected the need of the objective law 
of the comprehensive development of the tourist industry and therefore our 
tourist industry and therefore our tourist industry will no doubt be able to 
prosper when we are able to implement this resolution conscientiously. But at 
the present stage, there are two kinds of wrong understanding toward the tourist 
industry in China and they are seriously unfavorable to the development of the 
industry. One view regards the tourist industry as merely providing chances 
for idling away one's time in pleasure and it fails to see the positicn and 
basic role of the industry in the national economy, let alone including the 
industry in the national economic plan. It is true that tourism is a service 
trade and its role cannot be matched with the role of material production de- 
partments such as industry and agriculture. But tourism is in a position to 
earn foreign exchange for the state, increase state economic incomes and em- 
ployment, and promote the development of related economic departments; these 
economic roles of tourism must not be neglected. It is none other than these 
economic roles that have turned tourism into a part of the national economy 
and also represent «2 objective need in the development of the economy. Another 
wrong view regards tourism as a “slice of fat meat" because it earns foreign 
exchang:. Some related departments would arbitrarily increase prices for the 
goods they supplied to tourist departments, or when the departments asked for 
help, they would ask to be paid in foreign exchange. This practice shows that 
these departments do not really understand the role of tourism in earning 
foreign exchauge for the state in support of the modernization program. This 
practice not only has affected the development of tourism but also will con- 
sequently cui off the number of tourists and strangle the tourist industry. 
What is more serious, this practice will damage the political prestige of the 
country. Tourism is an economic undertaking and the international tourist 
business is part of foreign affairs work in China. Therefore, in developing 
tourism, it is demanded that various trades must give economic support as well 
as political support so as to guarantee the prestige of our tourist industry 
and demonstrate the superiority of the socialist system. 
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3. Correctly Define the Pace of the Development of Comprehensive Handling 
Capacity on the Basis of the Needs Comprehensive Development 


Basing themselves on the need of comprehensive development of the tourist 
industry, a number of people are now studying the basic balance of tourism. 
Some people have suggested forming comprehensive tourist facilities, so they 
are mainly studying the balance of various facilities. Some others have 
suggested taking the number of tourists as base and define the various propor- 
tions. These suggestions are no doubt correct, and yet they are not complete. 


The pace of the development of the tourist industry depends on two aspects, 
which are social need in the development of tourist consumption and the extent 
to which the industry can provide meeting the needs of the tourists. The 
balance between these two aspects is the basic proportion between the number 
of the tourists handled and handling capacity. Current tourist development in 
China shows that the growth in the number of tourists handled is mainly 
affected by the growth of the handling capacity. Therefore, to correctly 
define the growth of the handling capacity constitutes an important condition 
in defining the plan for the development of tourism. 


Tourigt handling capacity refers to the two things. First, the organic combin- 
ation or the best combination between tourism staff and facilities, and second, 
this capacity must be comprehensive and must be the best combination of the 
various handling capacities after comprehensive balancing is made. Why do we 
say that the tourist handling capacity should be the organic combination of the 
tourist staff and tourist facilities? It is because tourism activities or 
tourist handling capacity refers mainly to providing labor service, that is, the 
service labor provided by the staff of tourist management departments. But 
service labor requires certain material conditions, that is to say, tourist 
handling activities can be carried out only under the situation in which various 
service facilities are combined. Therefore, the handling capacity cannot be 
demonstrated wither through the number of tourist staff or the situation and 
level of tourist facilities; it can only be demonstrated through a coordinated 
balance between these two aspects. To reflect the level of the development and 
size of the tourist industry through the number of beds, vehicles and staff of 
tourist departments in fact can only reflect to a certain extent, and from 
several links, the level and scale of handling capacity. There should be a 
certain quantitative proportion between tourist beds, statf and even management 
staff, and if they are out of proportion, the bed use rate will be low, which 
means that service efficiency is low aiso. Similarly, there should be a certain 
proportion between vehicles, drivers and maintenance workers or there will be 

a waste in manpower, material power and financial power. Under this situation, 
there is no way to truly reflect the level of handling capacity. Therefore, 

I believe that the level of the handling capacity should represent the best 
combination of tourist staff and various tourist facilities. In this way, we 
will be able to form the handling capacity that can be realized and that can 
fully display its role and achieve the due economic efficiency. It is apparent 
that this handling capacity must be defined on the basis of rational quotas. 


Why should the handling capacity be comprehensive? Because it is demanded for 
the comprehensive development of tourist industry. It has been mentioned above 
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that tourist consumption represents comprehensive consumption and therefore 

the capacity of meeting the need of the comprehensive consumption of touristr 
in providing comprehensive services should also be regarded as c.uprehensive 
handling capacity. Here, the comprehensive handling capacity means the total 
handling capacity of various tourism areas, factors and links; it is not merely 
@ mathematical total, but an organic unicy that is formed through coordination 
and balance of the various aspects, factors and links and is linked with certain 
quantitative proportionate relations; that is to say, the comprehensive handling 
capacity refers to the organic unity that is formed comprehensively through 
mutual coordination between the various aspects, factors, and links and reflects 
the leve: of tourist handling capacity ss a whole. Some comrades based them- 
selves on the need of the comprehensive development of tourism and they have 
carried out study on various proportionate relations with the number of tour- 
ists as a base and have defined various proportions between the number of 
tourist beds, transportation passenger carrying capacity, the volume of supply- 
able tourist commodities, and the number of tourists. But this method only 
vertically and in an isolated manner studies the proportion between the number 
of tourists and handling capacity and it is necessary therefore to study it 
horizuntally. This is because the various tourist handling capacities are 
mutually related and conditional, and the pace and size of the development of 
the various handling capacities are restricted by various conditions and social 
factors and they can in no way develop evenly. If we balance only certain 
handling capacities with the number of tourists, there will naturally appear 

an uneven situation in the development of all tourism and it will not be 
possible to realize the planned goal. For example, the handling capacity of 
tourist beds is the most basic condition of the tourist handling capacity. 

But if we only build hotels and do not make the corresponding arrangement for 
the development of transportation passenger carrying capacity and goods 
supplying capacity, bed utility rate and passenger resources will be affected. 
In additicn, the pace of the development of transportation passenger carrying 
capacity and goods supplying capacity cannot be defined merely on the basis 

of the growth of hotel development, which refers to accommodation capacity. 

The growth of hotel development is restricted not only by the pace of develop- 
ment of its own departments and other related departments but also by the dis- 
tribution of manpower, material power, and financial power and the production 
and business situations of its own departments and other related departments. 
Therefore, the pace of hotel development cannot unilaterally demand transpor- 
tation passenger carrying capacity and goods supplying capacity to accord 

with it; it can only be in balance with the level that can be reached by the 
latter. Similarly, the situations will be the same for various factors to 
develop in balance. In short, the comprehensive handling capacity is in a 
position to reflect the complicated economic relations that are demanded by 
tourism, and through overall consideration of all the departments concerned, 

to coordinate these relations with quantitative proportionate relations and 
select the best proportions so that the pace of the development of tourism 

in various periods will be applicable. 


What are the contents of comprehensive handling capacity? According to my view, 
there should be at least seven aspects. First, accommodation capacity of 
tourist beds and dining capacity; second, transportation passenger carrying 
capacity; third, goods supplying capacity as required by tourism; fourth, 
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energy supplying capacity as required by tourism; fifth, supplying capacity of 
various municipal public utility facilities; sixth, accommodation capacity of 
tourist points; and seventh, the adaptability of various staff. Of course, 
these seven aspects cannot represent everything. But up to now and according 
to our investigation in practice, these seven aspects are indispensable. 
Further discussions are needed before we are able to decide which of these seven 
aspects should be chosen as the center for carrying out balance. 


It must be further pointed out that in order to correctly define the pace of 
the development of tourist comprehensive handling capacity and make it practi- 
cal, it is necessary to pay attention to the following two questions in working 
vut a plan for tourism development. First, we must have a complete wuota 
system. This system should include quantitative quota and qualitative quota. 
Various quotas must be defined on the basis of fixed quota accounting. And the 
formation of a scientific quota system will enable us to concretely reflect the 
size and pace of the development of tourism on the basis of comprehensive 
balance, concretely reflect the harmonious proportions of various tourist 
aspects, factors, and links, and reflect the proportion between varivus tourist 
facilities and staff and the extent of coordination between tourism and other 
departments in fulfilling tasks. Second, a tourism developrent plan must be 
linked with the plans of other departments in society. Tourism management 
departments are mainly engaged in providing service labor and have to rely on 
other departments concerned in society for the supply of materials. Therefore 
it is only when the other departments are able to include in their plans the 
material conditions that are needed to improve tourist handling capacity can 
there be a quantitative guarantee for the level and scale of comprehensive 
tourist handling capacity and the goal in the development of tourism can be 
realized. When tourism is included in national economic plan and linked with 
the plans of other departments, it will be able to “win fame and gain” politi- 
cally and economically. 


In short, the purpose of studving the law of the comprehensive development of 
tourism is to run tourism in conformity with the law of the comprehensive 
development and imp~ove economic efficiency. If we are able to rationally set 
up a tourist economic structure in line vith the needs of comprehensive develop- 
ment and correctly define the pace in the development of the handling capacity, 
we will no doubt be able to further improve economic cfficiency. It is because, 
first, we will be in a position to guarantee that tourism will be able to 
really grow to achieve the due economic efficiency. This will be because the 
handling capacity that has been balanced is practical; therefore, there will 

be an inaccuracy in defining the pace of the development on the basis of the 
capacity of just one or several aspects and this pace can in no way be attained, 
There will be a waste of funds and an increase in cost and under this condition 
it is impossible to achieve the due economic efficiency. Second, we will be 
able to guarantee that tourism will develop proportionately on the base of the 
need of the national economy, and as 4 result, tourism will be able to raise 
economic efficiency. Following comprehensive balancing, tourism is in a posi- 
tion to define its own development on the basis of the level and reality of 

the national economy and can also be linked with the plans of various national 
economic departments. Under this condition, there will be a guarantee that 
tourism will have enough resources for its development; tourism business 


103 








activities will be carried out normally and smoothly and through effective use 
of manpower, material power, and financial power, and tourism will be able to 
constantly perfect and improve its business management to achieve still greater 
economic efficiency. Third, we will be in a position to rationally distribute 
investments and improve the efficiency of these investments. Under current 
economic conditions, the investments made by the state in tourism are limited. 
Therefore we can decrease blindness in making investments, improve investment 
efficiency, and build a solid foundation for constant and stable development 

of tourism in a long period to come only when we are able to select the best 
investment proportion on the basis of the need for forming a rational structure 
and compreherisive handling capacity, arrange tourist basic construction projects 
in a planned way, and in order of importance, and urgency, and carry out the 
construction by stages and in groups. 


CSO: 4006/087 
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FCONOMIC MANAGEMENT 


OFFICIAL SAYS REFORMS BOOST ECONOMY 
HK270228 Beijing CHINA DAILY in English 27 Oct 83 p 1 
[Article “By Our Staff Reporter] 


[Text] China's economic reform underway since 1979, is a crucial factor 
in the sound growth of the nation's economy in the past few years, according 
to Yuan Mu, assistant to the secretary-general of the State Council. 


Speaking for the State Council at a press conference yesterday, Yuan said 
the nationwide economic reform resulted in output increases each year of 
7.5 percent in agriculture and 7.3 percent in industry from 1979 to 1982. 


The results of reform in rurcl areas--characterized by wide practice of the 
responsibility system--is more obvious. Yuan said the total output value 
of agriculture this year is expected, despite flooding in southern China, 
to surpass that of 1982, the previous record year. 


Yuan said the reform provided peasants with more family plots and encouraged 
a diversified economy in the countryside. The proportion of family plots 

in the total of cultivated land increased from 5.7 percent in 1977 to 

8.3 percent in 1982 and the average family sideline production income in 
1982 was 1.9 times that of 1978, 


Many collective and private enterprises mushroomed in handicrafts, trans- 
portation, construction, retail sales, food and service trades. The output 
value of these enterprises increased .>re than 40 percent in 1979-82, 
surpassing state-owned enterprises. 


CSO: 4020/023 
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ECONOMIC MANAGEMENT 





SHANXI ENTERPRISES TURN LOSSES INTO PROFITS 
HK250946 Taiyuan Shanxi Provincial Service in Mandarin 2300 GMI 23 Oct 83 


[Text] Since the beginning of this year, the provincial people's government 

has taken stiff measures to regard the reduction of deficits as a [word 
indistinct] battle, and has achieved outstanding results. By the end of 
September, the number oi industrial enterprises which incurred losses had dropped 
from 534 in the same period last year to 221, a 60.7 percent reduction; losses 
had dropped from 65.8 million yuan to 27.98 million yuan, a 57.41 percent 
reduction; and the profits of Wl enterprises which turned losses into profits 
reached 20.17 million yuan. Our province ranks second among all provinces, 
municipalities, and autonomous regions throughout the country whose losses have 
dropped most. Our province has planned to control the amount of losses this 
year to within 43 million yuan and to reduce deficits by 54 percent when compared 
with last year. 


With a view to carrying out this plan, the vrovincial government has expressly 
decided that regarding enterprises which do noc vigorously exercise leadership, 
do not carry out administration well, and do not fulfill their quotas for turn- 
ing losses into profits, are not allowed to be distributed profits retained by 
the system although they have reduced a part of their losses, and no bonuses 

are issued in these enterprises. It is necessary to resolutely close, suspend, 
and merge enterprises which cannot reduce deficits and to shift the type of 
production in these enterprises. No subsidies for their losses are issued, The 
wages of their workers must not be adjusted. Their factory directors and 
secretaries must resign of their own accord or must be relieved of their duties. 
The results in reducing deficits in enterprises must be accurate. Where fraud 
is discovered, the responsibility of the enterprises and relevant departments 
must be investigated and affixed. 





Moreover, in coordination with all prefectures and cities and all provincial 
departments in charge, the provincial economic committee and the provincial 
finance department have seriously analyzed losing enterprises one by one and 
transmitted down to every level the quotas for the losses ratified by the 
province. Enterprises at all levels must implement the contract responsibility 
system. It is necessary to change the previous situation in not fulfilling 

the quotas for reducing deficits and in not being strict and fair in meting 

out rewards or punishments to enterprises which make profits or incur losses, 

It is essential to ensure that everyone has his tasks and duty. Those who re- 
duce deficits must be rewarded and those who incur losses more than their quotas 
ratified must be punished so that the enterprises feel boti: pressure and motivation. 
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Since the beginning of this year, leaders at all levels have firmly grasped 
enterprises which incur big losses and hold the balance. They have pushed 
toward the work of reducing deficits and increasing surpluses. At the beginning 
of September, the provincial economic committee analyzed 26 enterprises which 
incurred big losses. It also published in the SHANXI RIBAO the namelist of 
these enterprises which incurred big losses. In conjunction with consolidation, 
som: prefectures and cities immediately fired factory directors and secretaries 
in some enterprises which incurred losses. They selected people who are 
familiar with the professions and sent them to manage the factories, 


These resolute measures have aroused great repercussions in all industrial and 
communications enterprises throughout the province. The 26 enterprises which 
incurred big losses and which were criticized by name in the paper again re- 
vised their plans for reducing deficits and were resolved to reduce the average 
monthly losses in the last 4 months of this year, amounting to 90 percent of the 
average monthly amount of losses in the first 8 months. Of them, 14 guaranteed 
that they would turn losses into profits. By the end of September, 45 enterprises 
which incurred losses had curtailed losses and the amount of their losses had 
been reduced by 1.75 million yuan. 


CSO: 4006/79 
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ECONOMIC MANAGEMENT 


SICHUAN MEETING ON IMPROVING INDUSTRY 
HK260257 Chengdu Sichuan Provincial Service in Mandarin 2300 GMT 25 Oct 83 


[Excerpts] The Sichuan Provincial People's Government held a telephone con- 
ference of enterprises at and above county~-level on the evening of 25 October 
to make further arrangements for industry and communications production in the 
fourth quarter, cut enterprise deficits, and launch a major inspection of 
finances. Provincial CPC Committee Deputy Secretary and Vice Governor Jiang 
Minkuan presided. Vice Governor Gu Jinchi made an important speech, focusing 
on three topics: 


1. On industrial production in the fourth quarter. The province's industrial 
front has done very well this year. However, a number of problems that merit 
great attention have appeared. Some economic indices have not been fulfilled 
well. Some enterprises, out to readjust wages, have paid insufficient attention 
to dovetailing production, supplies, and sales. Railroad transport is under 
strain, and coal reserves have dropped. It is imperative to solve these prob- 
lems. In the fourth quarter, it is essential to focus on improving economic 
results, strive for a new breakthrough, and harmonize growth rate and economic 
results. The stress should be on improving product quality, cutting raw 
material and fuel consumption, reducing deficits and increasing surpluses, 

and ensuring the fulfillment of profit and tax deliveries. It is also necessary 
to dovetail this and next year's production. 


2. Om cutting enterprise deficits. At present, the province's progress in 

this respect is below the national average. The province's industry and 
commerce fronts must regard cutting enterprise deficits as an important cardinal 
link in improving economic results. 


3. Carry out an all-round inspection of finances. It is essential to strengthen 
leadership over this inspection and carry it out with thoroughness and in depth. 


Governor Yang Xizong also spoke at the meeting. He stressed: all departments 

must regard cutting deficits and increasing profits as an important task in all- 
round enterprise consolidation. Enterprises must eliminate their losses next 

year. Those making losses for reasons of poor management must solve the factors 
involved. Enterprises running at a profit must solve the problem of loss-making 
products. We must resolutely close, suspend, amalgamate, or switch to other 
production enterprises whose products do not sell or that have no guaranteed energy 
and raw material supplies. 


C80: 4006/79 
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ECONOMIC MANAGEMENT 


HENAN HOLDS URGENT MEETING ON CUTTING DEFICITS 
HK270337 Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 25 Oct 83 


{Summary} "The provincial government held an urgent meting on reducing deficits 
and increasing surpluses on 23 and 24 October, to convey the spirit of a central 
forum on economic questions, and study how to work hard in the next 2 months to 
further promote the work of reducing deficits and increasing surpluses. The 
meeting also made arrangements for implementing the spirit of the State Council 
circular and launching a major inspection of finances." 


The meeting demanded that the province overfulfill its financial revenue plan 
for this year. It is, therefore, necessary to carry out the following steps: 


1. The leadership must attach importance to this work and set up responsibility 
systems at all levels. "The provincial governor, the prefectural commissioners, 
the city mayors, the department and bureau chiefs, the county heads, the company 
managers, and the factory managers must personally grasp the work. They must not 
stop until results are achieved. It is necessary to hold the principal leaders 
accountable for failure to promptly reduce deficits at any level and in any 
department, unit, or enterprise. This must be laid down as a discipline." 


2. It is necessary to treat reducing deficits and increasing surpluses as the 
main task in enterprise consolidation this year and next. 


3. Inetitute a policy of reward and penalty that is beneficial for reducing 
deficits, 


4, Launch the masses to devise means of reducing deficits and increasing surpluses. 


5. Do everything possible to increase output of products that meet market needs 
and sell well. 


6. Launch a major inspection of taxes. 
7. Cut administrative and management expenditures in enterprises. 


8. Strengthen leadership over the work of reducing deficits and carrying out the 
financial inspection. 
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"According to the provincial Economics Committee and Financial Department, at 
the end of September, 65 state-owned enterprises in Henan were running at losses 
higher than 200,000 yuan. These losses accounted for 75.2 percent of the total 
industrial losses in the province.” Enterprises running at losses of 500,000 yuan 
and more included Jiaozuo mining bureau, hebi mining bureau, (Chaochuan) mining 
bureau, Anyang chemical fertilizer plant, Huanghe machinery plant, Xinxiang 
cigarette plant, Xinxiang transistor plant, Xinxiang cotton textile mill, Hebi 
No 6 radio plant, Jiaozuo No 3 chemical plant, Zhengzhou radio plant, Xingyang 
County (Wanghe) coal mine, Kaifeng combine harvester plant, Kaifeng printing 
and dyeing mill, Kaifeng sewing machine plant, and Xinxiang prefecture (Chendao) 
coal mine. 


During the urgent conference, a leading comrade of the provincial government 
demanded that the 65 enterprises running at big losses be regarded as focal 
points for consolidation work. 


CSO: 4006/79 
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ECONOMIC MANAGEMENT 


SHAANXI OFFICE TO COORDINATE ECONOMIC COOPERATION SET UP 
HK280736 Xian Shaanxi Provincial Service in Mandarin 0500 GMT 28 Oct 83 


{[Text) In order to meet the needs of the development of the national economy, 

to further enliven the economy, and to strengthen the economic and technological 
cooperation with its fraternal provinces, cities and autonomous regions, the 
provincial government has decided to set up the Shaanxi Provincial Economic and 
Technological Office, This office is a working organ designated to organize and 
coordinate affairs concerning economic and technological cooperation. Its main 
tasks are, under the guidance of a unified state plan, to gather together the 
annual plans and development plans for carrying out the economic, technological, 
and material cooperation with the fraternal provinces, cities and autonomous 
regions, plans which are drawn up by the various prefectures, cities, and 
departments according to a provincial uwnified plan, to formulate the concrete 
regulations and methods for the province to conduct cooperative activities in the 
economic, technological, and material fields in accordance with related principles 
and policies of the State Council and the provincial government, to organize 
cooperation talks and sign cooperation contracts, to put under overall management 
the various matters relating to the economic, technological, and material coopera- 
tion between the province and other fraternal provinces, cities, and autonomous 
regions, to supervise and inspect the implementation of the economic, technological, 
and material cooperation contracts concluded between the various prefectures, cities, 
and departments of the province on the one hand and the fraternal provinces, cities, 
and autonomous regions on the other, and to help sclve problems arising in the 

imp lementation of their contracts. 


CSO: 4006/79 


111 





ECONOMIC MANAGEMENT 


XINJIANG MEETING URGES REDUCING DEFICITS 
HKk280147 Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 27 Oct 83 


[Excerpt] The Xinjiang Regional Government convened its third plenary 

meeting this morning, which demanded that all departments and units seriously 
implement the spirit of the recent instructions of the CPC Central Committee 

and State Council on reducing deficits and increasing surpluses, get a good 
grasp of this work, and ensure basic balance of revenue and expenditure this 
year. Regional Government Chairman Ismail Amat conveyed the speech of a leading 
comrade of the State Council on reducing deficits and increasing surpluses. 

Vice Chairman Hederbai spoke on questions of reducing deficits and increasing 
surpluses in the region. 


The meeting held: The region's industrial and communications production situation 
has been good this year, and certain success has been achieved in reducing de- 
ficits and increasing surpluses. However, there are still very many problems 

in economic work. The progress of reducing deficits and increasing surpluses 

is slow, and the development is very uneven. 


After analyzing the reasons why loss-making enterprises cannot quickly reverse 
their situation, the meeting pointed out: The question of enterprises running 
at a loss must arouse sufficient attention from the leaders at all levels. The 
current situation of certain enterprises running at heavy loss cannot be allowed 
to coutinue. It is essential to take effective steps to solve the problem. 


CSO: 4006/79 


112 











ECONOMIC MANAGEMENT 


HEILONGJIANG URGES TOUGHENING DEFICIT CONTROL 
SK230736 Harbin Heilongjiang Provincial Service in Mandarin 2200 GMI 22 Oct 83 


[Excerpts] According to our correspondent an¢ reporter, the Heilongjiang 
Provincial People's Government held an emergency telephone conference, urging 
localities, departments and enterprises throughout the province to immediately 
go into action to do a good job in switching losses to profits so as to ensure 
the fulfillment of the 1983 target of deficit control. 


Governor Chen Lei participated in the conference and made public the deficit 
control target that should be fulfilled by the end of this year. Some WO percent 
of the total number of money-losing industrial enterprises across the province 
should achieve success in switching losses to profits. Efforts should be made 

to try hard to enable some 40 percent of money-losing industrial enterprises 

to do so. Commercial money-losing enterprises across the province should earn 

% million yuan of profits. Money-losing enterprises on the grain front should 
not surpass the losing target set forth by the state. State farms and farms 
engaging in animal husbandry should score 80 million yuan of profits earned from 
the work to switch losses to profits. 


After fully acknowledging the achievements scored by the province in the past 
few months, the conference emphatically pointed out: The province's backward 
situation in which low economic results and great losses have emerged has not 
been totally changed. As of the [word indistinct] September, the deficit sum 
of money-losing industrial enterprises across the province reached 150 million 
yuan. The deficit sum of money-losing industrial enterprises at prefecture 
and city levels not only did not decline, but continued to increase. The 
deficit sum of money-losing enterprises on the front of agriculture, grain, 
foodstuffs, vegetable and services occupied first place of the country. There- 
fore, the task for switching losses to profits is a pressing matter in the 
province's economic work. Leading personnel and the broad masses of staff 
members and workers at all levels should eliminate the thinking of inevitable 
deficit outcome and fulfill or overfulfill the target set forth for switching 
losses to profits. 


To this end, Governor Chen Lei, on behalf of the provincial people's government, 
put forward the following concrete tasks: 1) It is necessary to introduce 
responsibility systems in switching losses to profits. 2) It is necessary to 
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enforce the policy in which money-losing enterprises have the feeling of both 
compulsion and motivation in switching losses to profits. 3) By the end of this 
year, the provincial level industrial and communications departments and each 
prefecture, city and county should conduct investigations and studies one by one 
among major enterprises that have suffered more than 500,000 yuan of losses to 
analyze the reasons for the losses and to map out plans for controlling deficits 
in a comprehensive way. 4) It is necessary to conduct financial inspection, 

to consolidate financial and economic disciplines, and to block malpractices 


of arbitrarily making up apportion of cost, evading taxes, and illegally 
retaining the state's revenues. 


CSO: 4006/79 
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FINANCE AND BANKING 


LIAONING URGES STEPPING UP FINANCIAL INSPECTION 
SK230421 Shenyang Liaoning Provincial Service in Mandarin 2200 GMT 22 Oct 83 


[Text] According to our reporter (Li Ligao), the Liaoning Provincial People's 
Government held a telephone conference on the evening of 22 October to implement 
the circular issued by the State Council on approving and relaying the report 
submitted by the Ministry of Finance in regard to conducting financial inspection. 


Governor Quan Shuren participated in the conference and delivered a speech in 
which he stated: The necessary measures for ensuring a basic balance between 
revenues and expenditures this year are to concentrate financial and material 
resources on the construction of the state's key projects, to strictly enforce 
financial and economic disciplines, and to prevent tax evasion. He urged the 
people's governments at all levels to strengthen their leadership over financial 
inspection. 


As for the scale of inspection activities, the provincial people's government 

put forward the following concrete stipulations: The financial inspection 

and revenue checkup should be carried out in line with the 10 demands set forth 
by the State Council. Stress for the inspection should be laid on the imple- 
mentation of the policy, the decree, and the system. It is necessary to inspect 
those who have arbitrarily changed the unified provisions and have presumptuous ly 
established rules and regulations. Stress for the inspection should also be 

laid on inspecting those who have retained extra profits, have arbitrarily made 

up the apportion of cost, have arbitrarily changed ownership and changed the 
public ownership into individual one, have employed trickery, and who have stolen 
State revenues. Stress for the revenue checkup should be laid on inspecting those 
who have evaded taxes and have overstepped their authority to enjoy tax exemptions. 
In addition, it is necessary to inspect units for their tax payment on minor 
incomes not covered by the budget plan. Efforts should be made to curtail, as 
much as possible, the sum of profits handed over to the state. Meanwhile, units 
and individuals who have violated financial and economic disciplines should be 
sternly dealt with. 


CSO: 4006/79 
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FINANCE AND BANKING 


PAYMENT OF TAXES, TECHNICAL TRANSFORMATION 


Beijing CAIMAO JINGJI [FINANCE, TRADE AND ECONOMICS] in Chinese No 6, 11 Jun 
83 pp 1-7 


[Article by Wang Bingqian [3769 0014 0051]: "Problems Relating to the 
Substitution of the Payment of Taxes for the Payment of Profits and the 
Technical Transformation of the Enterprises" | 


[Text ] l. The Existing Financial Situation 


The present economic and financial situation throughout the nation is excel- 
lent. Following several years of readjustments, industrial and agricultural 
production is being developed at a rapid pace. The reform of the economic 
system is being speeded up. The ratio of various relationships in the 
national economy has been improved and economic efficiency upgraded. Cultural 
and educational work as well as science and technology have been further 
developed. The livelihood of the people and the masses in the cities and 
rural areas has been improved. There is plentiful supply of goods in the mar- 
ket while commodity prices are basically stable. Under such favorable circum- 
stances, the financial situation of the nation has also taken a turn for the 
better. In 1982, both revenues and expenditures exceeded the quota. Internal 
revenue receipts for the whole year exceeded the budgeted receipts by 1.7 per- 
cent while expenditures exceeded the budgeted expenditures by 3.3 percent. 
According to comparable figures, revenues, showing an increase of 1.4 percent 
over the figure for last year, have begun to rise following a continuous drop 
for the previous 3 years. Offsetting revenues against expenditures, it is 
possible that the deficit for the entire year may fall within the range of 3 
billion yuan. Following deficits of considerable proportions in previous 
years, the adoption of the proper measures has resulted in a basic balance 
between revenues and expenditures in 1981 and again in 1982, something which 
was not easily accomplished. 


The national economy is presently still in the process of readjustment. The 
financial situation of the nation is still saddled with difficulties and the 
basic balance between revenues and expenditures is by no means assured. This 
may be seen in the developments in 1982 and the first 2 months of this year. 


(1) The increase in revenues lags behind the increase in production. In 
1982, the gross value of industrial and agricultural production increased by 
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7.3 percent while revenues increased by only 1.4 percent over the previous 
year. Among the major revenues, while industrial and commercial taxes regis- 
tered a considerable increase, the incomes of the industrial] and commercial 
enterprises showed a decrease compared to the previous year, while losses in 
foreign trade continued to mount. A major reason for the reduction in indus- 
trial and commercial incomes, aside from such objective factors as the trans- 
fer of profits and the fall in price of certain commodities, is the low rate 
of economic efficiency. For instance, the plan to reverse the losses sus- 
tained by the industrial enterprises and to reduce the cost of production has 
not as yet been carried out while the cost for the shipment of goods by the 
commercial enterprises has coutinued to go up. 


Note should be taken of the fact that the situation marked by the failure of 
financial receipts to keep pace with the increase in production has shown no 
improvement for the first 2 months of this year. According to statistics, 
industrial production for the first 2 months increased by 7.2 percent over the 
figure for the same period last year while financial receipts showed a drop 

of 1.7 percent. Accounting for the drop in revenues is the fact that indus- 
trial income dropped by 5.9 percent, commercial income by 27.5 percent, losses 
from grain transactions increased by 22 percent and foreign trade losses 
increased by 24.7 percent. 


(2) The increase in the various expenditures has exceeded the financial 
capacity of the state. In 1982, while expenditures exceeded the figure for 
the previous year by 7.8 billion yuan, revenues for that year, including 
treasury bonds, showed an increase of only 5.6 billion yuan. The excess of 
the increase in expenditures over the increase in revenues is a financial 
burden too heavy for the state to bear. The situation prevailing in the first 
2 months of this year, marked by a 1.7 percent decrease in revenues and a 9.1! 
percent increase in expenditures compared to the same period last year, indi- 
cates that the financial burden will remain too cumbersome for the state to 
cope with. 


Among the expenditures, the increase in expenditures for capital -onstruction 
is particularly worthy of note. In 1982, the scale of capital construction 
increased by 23 percent over the previous year. Among such projects, those 
undertaken by the localities and departments with their own funds increased by 
44.6 percent, while those undertaken with bank loans increased by 52.7 percent. 
The increase in capital construction on such a scale not only brought on 
shortages in various areas, but also put a squeeze on certain key state con- 
struction projects, thus making it impossible to proceed with such projects 

as the development of energy resources and communications while other items 
and nonproductive constructions were pursued at a rapid rate. 


(3) Escalating expenditures have gone out of control. The basic balance in 
revenues and expenditures was achieved in the previous 2 years by reducing 
expenditures and by adopting such measures as the issuance of treasury bonds. 
While the national economy is in the process of further readjustments, it 
would be difficult to increase revenues to any great extent in the next 2 o 

3} years. The (ncrease in expenditures contemplated by various quarters has 





thus created a sharp contradiction. Unless effort is made from now on by 
everybody concerned to increase revenues and to reduce expenditures, the defi- 
cit for this year is liable to break the 3 billion yuan mark. 


In order to maintain a basic balance between revenues and expenditures and to 
bring about a basic change for the better in the financial and economic sit- 
uation in the next 5 years, it is imperative that we should, under the guidance 
of the party and governments at various levels and with the joint effort of 

the various le 2lities, the various departments and the vast masses, approach 
our task in a serious manner in the following areas: 


(1) Increasing economic efficiency. It is necessary to set a proper rela- 
tionship between speed on the one hand and effectivenes: on the other, to 
achieve greater economic efficiency and to ensure the payment of a greater 
amount of taxes by the enterprises and an increase of profits to keep pace 
with the increase in production. It is necessary to organize production to 
meet actual needs, to turn out products that are readily marketable and to 
avoid a furthe. accumulation of goods that do not sell. It is necessary to 
approach in a conscientious manner the work of adjusting and overhauling the 
enterprises, to direct our efforts toward improving the rate of labor pro- 
ductivity, to reduce the cost of production and circulation and to exert our 
effort toward reversing the losses sustained by the enterprises. 


(2) Strengthening the work of taxation. At present, industrial and commer- 
cial taxes constitute over 60 percent of revenues. With the substitution of 
the payment of taxes for the payment of profits, tax receipts will constitute 
a larger ratio in the revenues of the state. Tax receipts being a more steady 
source of income, it is essential that we approach the work of tax collection 
assiduously and see to it that taxes are paid in time to the national trea- 
sury. It is our hope that those in leadership positions at various levels of 
the party and goveriment will lend their support to the tax departments in 
putting their organizations in good order, in the proper deployment of their 
personnel and in strengthening the training and education of cadres engaged 

in the work of tax collection so that they may fulfill the work of tax collec- 
tion entrusted to them by the state. 


(3) Giving positive support to the various economic reforms. It is necessary 
that we should fully appreciate the intricate and complex nature of the reforms 
undertaken by the various trades and businesses in the cities. We must conduct 
tests at selected points and make use of the sum of our experiences in the 
adoption of the proper measures on an extensive scale. We must accomplish 

what Comrade Hu Yaobang has told us to do, namely, that reforms must lead to 
the improvement of efficiency, speed, spiritual civilization, financial 
resources and talent and that major benefits should go to the state, inter- 
mediate benefits to the enterprises and smaller benefits to the workers. We 
must adopt the practice of paying more for a greater amount of work done, of 
providing an incentive to the advanced workers and of avoiding the awarding 

of bonuses in an indiscriminate manner and raising prices surreptitiously to 
the detriment of the consumers. 
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(4) Exercising strict control over expenditures. The actual expenditures 
for 1982 showed an increase of 7.8 billion yuan over the previous year. The 
budgeted expenditures of this year also exceed those of 1982 by 8.8 billion 
yuan. From the overall point of view, the expenditures for this year have 
assumed considerable proportions. On the basis of our past experience, the 
work of exerting greater control over expenditures according to a plan calls 
for a greater amount of initiative. It is our opinion that, except for 
absolutely necessary additional expenditures and expenditures which have been 
specifically authorized by the State Council, requests for new additional 
expenditures should not be granted. On the question of expenses, while we 
must do all we can, we must also do what is within our power and our means. 
It is specially important that we should exercise strict control over invest- 
ment in capital construction, adjust the structure of investments and increase 
investments in key construction projects while reducing industrial construc- 
tions of a general nature financed by the enterprises themselves and by bank 
loans and exercising effective control over the scale of nonproductive con- 
structions. 


2. Substituting the Payment of Taxes for the 
Payment of Profits by State Enterprises 


The substitution of the payment of taxes for the payment of profits by the 
state enterprises represents a major reform as well as an important reform 

of the economic administration system. The adoption of the measure of paying 
of taxes in lieu of profits is a proper way to deal with the relationship of 
distribution between the state and the enterprises. The payment of taxes 
instead of profits by the state enterprises was proposed some years ago when 
the financial system of the enterprises was being reformed and when experiments 
were being conducted by certain pilot projects. In 1978, the system of 
establishing a fund for the enterprises was adopted by the state enterprises. 
In 1979, the profit retention measure was adopted by some of the etate enter- 
prises on a trial basis. In 1980, the payment of taxes in lieu of profits 
measure was adopted as a pilot project by some cities and businesses. By 

the end of 1981, all the state enterprises had adopted such economic respon- 
sibility systems as the profit retention system, the payment of taxes instead 
of profits system and the contracts for profits and losses system. Such 
reforms have served to alter the long-standing situation marked by the over- 
concentration and stifling overconcentration of the financial system of the 
enterprises and to increase to a proper degree the scope of autonomous powers 
granted to and the financial mobility of the enterprises. According to sta- 
tistics, the additional funds drawn from the funds of the enterprises and 
various retained profits amounted to 42 billion yuan between 1978 and 1982. 
This has had a positive effectin activating the enthusiasm on the part of 
the enterprises and the workers toe produce, in increasing production and 
earnings, in invigorating the economy, in increasing the rate of efficiency, 
in providing employment to workers and in solving a number of problems that 
had adversely affected the livelihood of the workers over a period of years. 
In the relationship of distribution between the state and the enterprises, 
the adoption of the payment of taxes in lieu of profits system represents a 
further reform of the original measures such as profit retention, contracts 
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for profits and losses and the establishment of a fund for the enterprises. 
In the years to come, this system will provide the necessary conditions to 
make it possible to continue to invigorate the economy and to bring economic 
reforms and reforms of the financial administration system. 


On the subject of the adoption of the payment of taxes in lieu of profits sys- 
tem, Premier Zhao Ziyang pointed out at the Fifth Session of the Fifth 
National People's Congress the need to speed up the adoption of the system. 

He said: "The substitution of the payment of taxes instead of profits should 
be affirmed. This reform should be adopted to suit the different circum- 
stances and according to a plan. For large and medium-scale state enterprises, 
action should be taken in two stages. In the first stage, taxes as well as 
profits should be paid. That is, a certain ratio of income and local taxes 
should be levied on the profits made by the enterprises. As for the profits 
that remain after the payment of taxes, various forms should be adopted for 
the equitable distribution of profits between the state and the enterprises. 
This first step is to be taken during the Sixth 5-Year Plan. In the second 
stage, when the price structure has shown signs of having been placed on an 
equitable basis, progressive income taxes are to be levied according to the 
amount of profits made by the enterprises. As for small-scale state enter- 
prises, the plan is for the adoption of the system of making payment of taxes 
to the state, for the payment of expenses out of the funds and for the assump- 
tion of responsibility for profits and losses through the adoption in differ- 
ent stages and different batches of various forms of diversified operations 
such as the signing of contracts collectively or by individual workers and the 
signing of leases." At the end of last year, the structural reform committees 
of the Ministry of Finance and the State Council, acting on the suggestions 
made at a business meeting of the State Council, conducted an investigation 
into the prospects and made a study of the substitution of the payment of 
taxes for the payment of profits in Shanghai, Tianjin and Jinan and submitted 
a draft proposal for the adoption of the measure on a trial basis. I would 
like to discuss and to offer some opinions on the need to substitute the pay- 
ment of taxes for the payment of profits and various problems of general con- 
cern arising from the implementation of the measure. 


(1) The necessity of substituting the payment of taxes for the payment of 
profits. In bringing about reforms in the economic administration system in 
the last few years, it has been our purpose to bring about a basic solution of 
the "zating out of the same big pot" problem in the relationship between the 
state and the enterprises and to break by gradual degrees the barriers between 
the regions and the departments so that the enterprises may have the respon- 
sibility, the power and the profit incentive to develop production according 
to the objective laws governing economic development and to increase their 
economic effectiveness in order to give encouragement to the advanced and to 
spur on those lagging behind. The profit retention and various profit- 
contract measures now in force have exerted a notable effect in expanding the 
autonomous powers of the enterprises, in motivating their positive attitude, 
in invigorating the economy and in promoting the development of production. 
However, due to changes in the base figures, the ratio of profit retention and 
the contracted amount paid to the state every few years, the distribution 
relationship between the state and the enterprises has yet to be stabilized. 
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The substitution of the payment of taxes for profits is calculated to bring a 
solution to the problem. As is to be expected, under the present inequitable 
conditions in the pricing structure, the initial measures adopted for the pay- 
ment of taxes instead of profits can only serve to increase the amount of 
taxes without bringing a final solution to certain contradictions and the 
problems mentioned above. However, we can take a giant step toward the direc- 
tion of substituting the payment of taxes instead of profits on the basis of 
which we can then create favorable conditions for the gradual transition to 
the general application of the substitution of the payment of taxes for 
profits measure. 


In summing up, it is our opinion that the substitution of the payment of taxes 
for profits has the following advantages: First, after the general adoption 
of the system, the tax rate will become stabilized, as will the distribution 
relationship between the state and the enterprises. The enterprises which do 
well would stand to make more profits, while those which do poorly would stand 
to make less. This will serve to perfect the economic responsibility system 
of the enterprises and to bring an end to the “eating out of one big pot" 
situation. Second, when the enterprises no longer have to pay profits to the 
State, the state is then in a position to levy taxes according to the law and 
to put an end to unnecessary arguments regarding base figures and ratios. 
Third, the substitution of the payment of taxes instead of profits will serve 
to bring about a coordination with other economic reforms, to gradually break 
down the barriers between the departments and the regions, to reform the struc- 
ture of the enterprises in accordance with objective economic laws and to 
organize production in a proper manner. Fourth, the substitution of the pay- 
ment of taxes for profits serves to enable the state to use tax receipts as an 
economic lever to strengthen its role in regulating production and distribu- 
tion. Fifth, the substitution of the payment of taxes for profits enables us 
to deal equitably with the relationship among the state, the enterprises and 
the workers. It will ensure a steady increase in the financial receipts of 
the state and assure the enterprises that they will stand to make more profits 
by increasing their incomes. 


(2) Principle behind the substitution of the payment of taxes instead of 
profits. One general principle is the setting of a proper relationship of 
benefits accruing to the state, the enterprises and the workers. In dis- 
cussing the princ!ple of economic reforms, the leadership cadres in the Party 
Central Committee have spoken of the need to keep two different aspects in 
mind. The first is the invigoration of the enterprises; the second is the 
need to ensure that the major share of benefits should go to the state, that 
intermediate benefits should go to the enterprises and that lesser benefits 
should go to individuals. The implementation of the substitution of the pay- 
ment of taxes instead of profits must also be in keeping with this principle 
and further decentralization of funds must be avoided. By paying a major 
share of benefits to the state is meant that the state should receive a major 
share of the benefits from the annual newly increased incomes of the enter- 
prises (including profits and income taxes) and not, as some comrades believe, 
the assessment of the state's major share by adding the origina! amount of 
income paid by the enterprises to the state to newly added incomes. The rea- 
son is that the income originally paid by the enterprises to the state already 
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constitutes the base for various financial disbursements so that it cannot be 
reassessed. What can be reassessed is only the newly added incomes. Unless 
the problem is understood and dea!t with accordingly, it will not be possible 
to bring about the centralization of funds to meet the needs of key construc- 
tion projects of the nation. In the administration of the operations of the 
enterprises, it is also necessary to deal properly with the relationship among 
responsibility, powers and profits. While it is necessary to provide the 
enterprises a “vitality” so that they may feel that their efforts are being 
rewarded, it is also necessary to exert a "pressure" on the enterprises to 
make them aware of the fact that they have to exert their own efforte in order 
to survive. It is only thus that the enterprises can be goaded into directing 
their efforts toward improving the administration of their operations, the 
development of production and increasing their efficiency. In keeping with 
the spirit of rewarding those who are diligent and penalizing those who are 
lazy, we must not deal with the enterprises in too lenient a manner or make it 
possible for them to make profits effortlessly. Otherwise, neither the state 
nor the enterprises would stand to benefit. In the distribution of funds, we 
must see to it that the legitimate retained profits should go to the enter- 
prises and that excessive or unreasonable retained profits should he readjusted. 
We must look at the situation as a whole, keep in mind the welfare of all the 
parties concerned and not be content “to rest on our laurels." 


(3) Problem regarding the level of retained profits kept by the enterprises. 
It has been pointed out by some comrades that since the level of profits 
retained by the enterprises remains essentially what it was with the imple- 
mentation of the payment of taxes instead of profits measure, it would be 
necessary either to increase or to reduce the amount of profits. Speaking of 
the nation as a whole, the idea is to maintain the basic existing level of 
profits retained by the enterprises and not to reduce their share by means of 
the substitution, nor yet to cede a larger share to them by this means, The 
reason is that in view of the financial straits of the state, the level of 
the total amount of profits retained by the enterprises should not be further 
raised. In order to gain higher profits, the enterprises must increase their 
production and their income as well as their efficiency to merit the inter- 
mediate benefits accruing to them. The potential ia considerable and a great 
deal can be done. It should be mentioned here that by the maintenance of the 
existing basic level of profits retained by the enterprises throughout the 
nation is meant the maintenance of the basic leve! set at the end of last year 
by the National Planning Conference for the entire nation. In regard to the 
specific trades, businesses and enterprises, the legitimate profits of the 
enterprises must be protected. That is to say, the majority of the enter- 
prises should be permitted to keep the original level of reasonable retained 
orofits. The level of profits retained by a minority of the enterprises that 
in unreasonably high should be lowered to a su'table degree and their 
"vested interests” should not be protected. Furthermore, with the substitu- 
tion of the payment of taxes instead of profits, a suitable increase, when 
the level of retained profits is being set, should be added to the trial pro- 
duction funds for new products of those enterprises which have adopted the mea- 
sure of setting up their own funds. 
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(4) Some major problems presented by the trial measures. 


l. The problem of the distribution of profits after the payment of taxes by 
the large and medium-scale industrial and commercial enterprises. The trial 
measures stipulate that profits accruing to the large and medium-scale indus- 
trial and commercial enterprises after the payment of income taxes amounting 
to 55 percent should be distributed by the adoption of such measures as 
adjusted taxes, progressive profit contracts, quota contracts and fixed ratio 
contracts. Some comrades in certain regions have pointed out that it is best 
not to put contract quotas in writing so as to permit more flexible control 
and to avert a rush being made by everybody to adopt this measure. The pro- 
gressive contract measure, too, must not set preconditions for its implemen- 
tation. The various localities should determine what enterprises to which 
this measure should apply. Many other comrades have advanced the view that, 
instead of adopting several measures simultaneously, those localities with the 
necessary qualifications should be permitted to adopt the adjusted taxes mea- 
sure. We are of the opinion that these views should be given favorable con- 
sideration. Furthermore, the trial measures stipulate that the 50 percent 
reduction in taxes applying to the increased amount of adjusted taxes is to 
be set in accordance with a “compared circumstances" method of calculation. 
Some comrades in certain localities have made the proposal that in computing 
the amount of adjusted taxes, the profits remaining after the payment of 
taxes should be calculated on a constant basis for a period of 3 years at the 
end of which the basic figure should be readjusted. in this way, more would 
accrue to the enterprises and less to the state. Our opinion is that in view 
of the different circumstances prevailing in the various regions, this prob- 
lem should be dealt with at the discretion of the comrades in the various 
localities. Those localities with the necessary qualifications may also be 
permitted to adopt the constant measure on a trial basis. 


2. The problem of levying taxes on small-scale industrial and commercial 
enterorises. There is a considerable divergency of opinions on this rather 
complex problem. It is hoped that great care will be taken when policy 
decisions are being made. The following problems have been raised: 


(1) Regarding the standard for classifying small-scale industrial enterprises, 
the trial measures stipulate that those enterprises with annual profits not 
exceeding 200,000 yuan and fixed assets not exceeding 1.5 million yuan in 
original value are to be considered as small-scale industrial enterprises. In 
discussing this problem, the general view is that the standard should be 

raised for the coastal areas and the large cities and that it should be lowered 
for the provinces and regions in the northwest, the southwest as well as Inner 
Mongolia. Otherwise, many of the enterprises would be classified as small 
enterprises, an inordinate amount of income would accrue to the localities and 
the resulting pressure would be too great. Our opinion is that this standard 
should be applied only as a rule of thumb and that, in the actual process of 
enforcement, it may be lowered to a suitable degree for certain regions. 

Those regions wishing to raise the standard must, however, have the approval 

of the Ministry of Finance. 
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(2) Standard for classifying small-scale commercial enterprises. According 
to the trial measures, those commercial enterprises employing less than 20 
workers are to be classified as small-scale commerciai enterprises. The gen- 
eral opinion is that the classification of enterprises purely on the basis of 
the number of employees is liable to lead to many abuses: It would tend to 
encourage the enterprises "to break up the whole into separate parts," “to 
divide up large parts into smaller parts" and to evade the tax load. It 
would, by setting up separate financial and accounting systems, separate funds 
and separate warehouses, bring confusion to the original accounting units and 
the accounting system, encourage the enterprises to pursue their own courses 
and lead to waste in terms of human and financial resources. In view of the 
different types of commodities handled by the enterprises, the prosperity and 
the remoteness of different localities and the large and small amounts of 
profits made by the enterprises, this method of classification would lead to 
wide divergencies in the amount of retained profits and inequities in the 
sharing of hardships and benefits. For these reasons, it is proposed that the 
amounts of annual profit made by units with their own independent accounting 
should be used as a standard for classifying small-scale commercial enter- 
prises instead of the number of workers employed. It is, however, also pos- 
sible to use the number of employees as well as the amount of annual profit 
for purposes of classification. Those commercial enterprises employing less 
than 20 or 30 workers and making annual profits under 30,000 or 50,000 yuan 
may, for instance, be classified as small-scale commercial enterprises. We 
are of the view that both methods of classification may be used on a trial 
basis. 


(3) Some comrades have raised the question as to whether or not it is proper 
to levy a fee on the small-scale industrial and commercial enterprises for the 
use of fixed funds in view of the fact that after the levying of the fee, many 
of the enterprises can no longer maintain the level of retained profits and 
that any further tax reduction or tax exemption would lead to numerous 
bothersome problems. They have expressed the view that those small-scale 
industrial and commercial enterprises with large amounts of retained profits 
should pay a larger amount of contract fees or part of a fixed amount to the 
state so that the load may be shared equitably and that the income of the 
State may not be drastically reduced. This view should in our opinion be 
given due consideration. 


(4) It is generally agreed that although the eighth class above-the-quota 
progressive tax should continue to be levied on the small-scale industrial and 
commercial enterprises, the tax rate, having been set in 1963, should be 
revised in view of the vast changes which have taken place in the situation. 
We are, following investigation and research, in favor of setting up a new 
progressive tax rate to replace the one now in use. 


3. The problem regarding the repayment of loans by the enterprises. This is 
a problem of general concern. The opinion is held by some that loans should 
be repaid before the payment of taxes, while others favor the repayment of 
loans after the payment of taxes. After repeated studies, we have come to 

the conclusion that, in consideration of the actual existing circumstances, 
loans may be repaid before the payment of taxes. However, strict control must 
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be exercised over loans. The enterprise must have a certain amount of funds 

of their own for the repayment of loans. The state and the enterprise may 

then be held jointly responsible for the repayment of loans, while additional 
profits may also be shared by the state and the enterprises. On the question 
of how to exercise control over loans in the future, the national conference 

on the substitution of the payment of taxes instead of profits proposed 

several measures: (1) The state should set a proper limit for the amount of 
loans on an annual basis and have it incorporated into the national economic 
plan. This amount is not to be exceeded at random. (2) When applying for 

bank loans, the enterprises must have a certain ratio of funds of their own 

for the repayment of loans. (3) The deadline for the repayment of loans should 
be suitably extended for medium and short-term equipment loans. A low interest 
rate should be charged for loan items the development of which should be 
encouraged, while a high interest rate should be charged for projects the 
development of which should be curbed. (4) When loans are repaid by the 
enterprises, the financial departments should participate in the work of 
checking to prevent fraud and such improper practices as siphoning off the 
resources of the state. The enterprises and banks should assume joint 
responsibility for risky items which yield no economic benefits. 


4. The problem of setting a base figure for the various forms of profit 
payments after the payment of taxes by the enterprises. It is stipulated by 
the trial measures that the base figure should be determined by the final 
accounts of 1982. However, in consideration of certain unforeseen and special 
circumstances affecting the profits of the enterprises, readjustments should 

be made. For this reason, it is planned instead that the base figure should 

be determined by the final accounts of 1982 as a matter of principle. However, 
it is to be finalized following a review of the various circumstances and of 
what has happened in the past and is likely to happen in the future. 


5. The problem regarding the measure which rules out make-up payments when 
profit payments by the enterprises after the payment of taxes are slightly 
higher or lower than the level of retained profits set by the state. It has 
been pointed out by some comrades that since the trial measures have merely 
made rulings as a matter of principle without setting a limit to the actual 
amount, it is liable to lead to disputes. After a period of st :dy, we have 
decided to set a limit of 5 percent “slightly higher" or “slightly Lower" 
leeway in the amount of retained profits to be enforced by the various local- 
ities. 


6. The problem regarding the ratio of the five funds in the retained profits 
of the enterprises. By the five funds is meant funds for the trial produc- 
tion of new products, funds for production development, reserve funds, welfare 
funds for the workers (that part not included in the cost of production) and 
bonus funds. Some comrades have advanced the idea that separate ratios should 
be set for the five funds to make it easier to take unified action. Our con- 
sideration is that in view of the differences between the regions, the busi- 
nesses and the enterprises, it would not be advisable to set specific ratios. 
Rather, consideration should be given to the adoption of the principle that 
the ratio for the first three funds should not be lower than 60 percent and 
the ratio for the latter two funds should not be higher than 40 percent and 
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that specific ratios should be set by the provinces, municipalities and auton- 
omous regions to suit the actual circumstances. 


7. Problems on the part of the departments in charge of the enterprises to 
ensure that they deal properly with profits after the payment of taxes. It is 
stipulated by the trial measures that the financial departments are, first of 
all, to set various forms for the responsible departments of the enterprises 
(bures\s or companies) to adopt in dealing with profits after the payment of 
taxes and that on the basis of the stipulated amount and the different cir- 
cumstances of the enterprises, the concerned departments in charge of the 
enterprises are, with the approval of the financial departments, to see to it 
that each and every enterprise should adopt the various measures in dealing 
with profits after the payment of taxes. It should be noted, however, that 
the departments in charge of the enterprises, while seeing to it that the mea- 
sures are being implemented, should afford them some leeway so that they may 
make the necessary adjustments. The flexible amount should not, however, be 
too large and a crimp should not be put on the legitimate profits of the 
enterprises. Otherwise, problems are liable to emerge in the area of distri- 
bution. 


8. When the profits of the enterprises are affected as a result of price 
readjustments and changes in the tax rate after the adoption of the payment 
of taxes instead of profits measure, no readjustments are to be made unless 
the changes are exceptionally sizable and specific permission is granted by 
the State Council to adjust the base figure for the progressive contract 
amount to be paid to the state, the progressive ratio, the fixed ratio and 
the rate of adjusted taxes. 


9. Problem regarding the adoption of the payment of taxes instead of profits 
measure by the autonomous minority regions. In the substitution of the pay- 
ment of taxes for the payment of profits, consideration should be given to 
the special circumstances of and discretionary powers granted to the minority 
regions. It is our opinion that, as a matter of principle, the unified mea- 
sures set by the state for the substitution of the payment of taxes for the 
payment of profits should be applied to the autonomous minority regions. 
However, a certain flexibility should be permitted in the implementation of 
the measures in the peopie's governments in the autonomous regions to suit 
local conditions. The implementation of the unified measures may be tempo- 
rarily deferred in Tibet if difficulties should be encountered. The special 
consideration originally given by the state to the privately-run companies is 
to remain unchanged in the implementation of the payment of taxes instead of 
profits measure. 


10. The problem as to whether or not the base figure for financial contracts 
and the ratio of distribution should be adjusted in the localities. So that 
the distribution relationship between the central and local financial depart- 
ments may not be affected, the substitution of the payment of taxes instead 
of profits measure stipulates that the enterprises are to continue to pay 
income and profit taxes to the central and local financial departments 
according to their existing subordinate relationship and the financial struc- 
ture. For this reason, no adjustment should be made in the base figure for 
contracts and the ratio of distribution in the localities. 
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The measure for the substitution of the payment of taxes instead of profits is 
to be implemented by the county-operated industrial enterprises according to 
their size. The provinces, municipalities and autonomous regions are to 

adopt measures of their own to solve the problem arising from the reduction of 
the original amount accruing to the counties. 


(5) The problem of dealing with certain enterprises which had already 

adopted the various contract measures and systems or the payment of taxes 
instead of profits measure before the draft of the trial measures had been 
made known to the various regions. It is generally agreed that one of the 
problems is that the profit contract system for the commercial enterprises has 
already been enforced in some localities. Another is that the progressive 
profit contract system similar to that adopted by the Capital Steel Plant has 
already been enforced by some large and medium-scale enterprises. A third 
problem is that some enterprises have already adopted the payment of taxes 
instead of profits measure devised by the localities or other contract forms. 
Approval for the adoption of the measure valid for 1 or 3 years has been 
granted these enterprises by the provincial, municipal and county governments. 
After the adoption of the unified measure for substituting the payment of 
taxes for the payment of profits, should it be adopted by these enterprises on 
a uniform basis? It is our opinion that this problem should be dealt with 
according to different circumstances: 


1. The profit contract system should not be adopted by the wholesale stations 
at various levels in the commercial sector, the large and medium-scale com- 
mercially operated industries and the large and medium-scale retail businesses. 
Those enterprises which have already adopted the system should adopt the uni- 
fied measure for substituting the payment of taxes for the payment of profits 
after its conversion. 


2. The small-scale retail businesses should adopt the profit contract system 
after the payment of the eighth class above-the-quota progressive tax. Those 
which have already adopted the contract system on the basis of the total 
amount of profits should adopt the new system within the year. The few 
small-scale retail businesses which have actual difficulties in converting to 
the new system may, with the approval of the provincial, municipal and auton- 
omous regions people's governments, delay taking action until next year. 


3. In the industrial sector, those industries which have been granted permis- 
sion by the State Council, the State Economic Commission or the Ministry of 
Finance to adopt the measure applying to the Capital Steel Plant may continue 
to do so. Those industries in the various localities which have devised 
measures of their own must submit reports anew to the State Council, the 

State Economic Commission or the Ministry of Finance for approval. Those 
which are in the process of drawing up, but have not as yet adopted, measures 
of their own are to desist from further action. Those which have already 
adopted other contract measures in the various localities should enforce the 
trial measures after their conversion. 


4. Those localities which have been in the process of enforcing measures of 
their own for substituting the payment of taxes instead of profits prior to 
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the receipt of the trial measures are to enforce the trial measures after their 
conversion. Those localities which have difficulty in adopting the new mea- 
sures may delay action until next year provided permission to do so has been 
granted by the provincial, municipal and autonomous regions people's govern- 
mefits. 


3. Supporting Technical Reform of Enterprises 
and Promoting Technical Progress 


The introduction of technical reforms to the enterprises so that their produc- 
tion technique may reach an advanced level after a period of time is a most 
urgent and arduous task that requires the joint effort of various quarters. 
Aside from setting at an early date a state policy regarding technical and 
equipment standards and drawing up overall programs for technical reform and 
the reform of the trades and businesses, we must also adopt the necessary mea- 
sures in support of scientific research, the supply of materials and the pro- 
duction of equipment to ensure the successful implementation of the technical 
reform measures. We must also provide the necessary financial support to 
ensure the success of such reforms. 


In order to expedite technical reforms, the enterprises, aside from exercising 
control over various special funds and special funds allocated by the state as 
stipulated, have in recent years adopted at various times certain financial 
measures: (1) They have raised the depreciation rate for certain trades and 
businesses and certain enterprises. For instance, the depreciation rate of 
fixed assets was raised by 0.5 percent in 1979 for industrial enterprises to 
which the profit retention measure applies. In 1980, the depreciation rate 
for the fixed assets of railways was raised by 2 percent. The standard for 
levying maintenance fees has also been raised step by step according to the 
amount of production of the excavating and tree-felling enterprises under the 
coal, metallurgical and forestry departments. (2) The amount of allocation 
for the trial production of new products has been increased. In 1982, the 
state allocated 850 million yuan to the various departments of the cen*ral 
government and the various regions for the trial production of key products 
and for technical development. This amount was increased by 800 million yuan 
in 1983. (3) Establishment of technical development fund. The first batch 
of some 500 key machine industrial enterprises, coordinating accessories fac- 
tories and research units which have been approved by the state to undergo 
technical reforms are permitted to take out as production cost 1 percent of 
the sales receipts as technical development funds. (4) A fund for the trial 
production of new products has been set up out of the retained profits of the 
enterprises. 


According to financial accounts statistics, the state enterprises throughout 
the nation have, from 1977 to 1982, taken out renewal and remodeling funds, 
production development funds, funds for scientific research allocated by the 
financial departments at various levels, funds for the trial production of new 
products, funds for the extension of new techniques and funds for the import 
of new techniques totaling some 140 billion yuan. In addition, a number of 
banks have in recent years ending in 1982 extended various loans of a tech- 
nical nature amounting to some 22 billion yuan. The problem is the absence 
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of strict control over the use of renewal and remodeling funds so that, 
instead of being used for the technical reform of the enterprises, a part of 
the funds has been diverted to capital construction. That is one of the main 
reasons accounting for the shortage of funds for the renewal and remodeling 

of the enterprises and the backward state of the machines and equipment of the 
enterprises over a long period of time. 


In order to renew the equipment and to bring about the technical reform of the 
existing enterprises at a more rapid pace so that the various departments of 
the national economy may gradually be placed on a new and advanced technical 
footing, it is our plan to adopt the following new measures on the basis of 
the needs for technical reform on the part of the enterprises and within the 
financial means of the state: 


1. The depreciation rate is to be gradually raised for the fixed assets of the 
key enterprises of the key regions and the key trades and businesses. Although 
the depreciation rate for the fixed assets of our industrial enterprises has 
been raised in recent years, the rate of increase has not been sufficient to 
meet the demand for the development of the national economy and for technical 
advancement. In order to bring about a change in the situation, the depre- 
ciation rate should gradually be raised. Our idea is that as a first step, 
the depreciation rate for 1983 should be increased by 1 percent for the key 
units in Shanghai and Tianjin and for the 500-odd key units which have been 
authorized by the state to undergo technical reforms. The depreciation rate 
for the key acid and soda enterprises in the chemicals industry should also be 
raised to a suitable extent. Depreciation funds for these enterprises are 
expected to be increased by over 400 million yuan per year. In the future, we 
should also increase the depreciation rate to a suitable degree in different 
batches and different stagee for other regions and other trades and businesses 
within the financial capacity of the state. 


Why should the depreciation rate for the enterprises be raised step by step? 
The major considerations are: First, the technical reform of the existing 
enterprises should have a focus and be carried out step by step and in line 
with the program for the reform of the trades and businesses. Second, the 
present production and supply conditions are not sufficient to meet the demand 
for advanced technology and equipment required for the renewal and remodeling 
of the enterprises. Third, the enterprises are still in the process of 
readjustment and reorganization. Since some of th~ enterprises are slated to 
close down and to suspend operations and in view of the fact that the exces- 
sive production of certain products needs to be curtailed, the depreciation 
rate should not be raised for all the enterprises. Fourth, in view of the 
financial stringency of the state, the depreciation rate should be raised by 
stages. 


2. The further relaxation of the ratio for the retention of technical trans- 
fer funds. It was originally stipulated that the entire technical transfer 
fund is to be retained by the enterprises if their annual net income does not 
exceed 50,000 yuan and that if the net income exceeds 50,000 yuan, 40 percent 
of the net income over that figure is to be retained by the enterprises and 60 
percent tobe paid to the state. In order to further encourage technical 
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transfer and to promote technical progress, it is proposed that the entire 
amount of net income accruing to the technical transfer fund not exceeding 
100,000 yuan should be retained by the enterprises and that the amount in 

excess of that figure should be equally divided between the state and the 

enterprises. 


3. Aside from the importaticn of technical equipment by the large-scale enter- 
prises provided for by the financial and revenue systems, decision has been 
made to reduce the payment of taxes or to exempt the medium and small-scale 
enterprises from the payment of taxes for the importation of technical renova- 
tions, new techniques and key equipment. Recently, the Ministry of Finance 
and the General Administration of Customs have jointly issued a notification 
to the effect that the medium and small-scale enterprises are to be exempted 
from the payment of import duties and industrial and commercial taxes for the 
importation of advanced technology and the necessary accessories such as 
instruments and equipment required for bringing about technical reforms and 
for the signing of technical transfer contracts. Customs duties and indus- 
trial and commercial taxes are to be reduced by half for the importation of 
key instruments for the production of new products and new equipment. 


In addition, it is also necessary to further improve measures for the exten- 
sion and repayment of technical loans in order to strengthen control over the 
proper utilization of funds in support of the technical advancement and reform 
of the enterprises. 


With the adoption of the measures mentioned above, it is our hope that tie 
various regions and departments will strengthen their control over funds for 
the renewal and reform of the enterprises so that such funds may be used to 
good purpose. The equipment renewal and technical reform of the enterprises 
must be brought in line with the program for the development of the enter- 
prises and subjected to macroscopic control. The depreciation maintenance 
funds drawn by the enterprises must only be used for equipment renewal and 
technical reform and not for the external expansion of reproduction and other 
capital construction projects. The supply of materials and equipment required 
for the technical reform of the enterprises should be included in the national 
plan, placed under unified control, and be made available when needed. In 
bringing about technical reforms, the enterprises should insofar as possible 
adopt new techniques and new technologies so that they may truly place their 
production on an advanced technical footing and that every means may be adopted 
to promote economic efficiency. 
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FINANCE AND BANKING 


FORFIGN EXCHANGE LOANS, TRUST INVESTMENT DISCUSSED 
Beijing JINGJI RIBAO in Chinese 3 Aug 83 p 1 


[Report by Gao Yongyi [7559 3057 3015]: “Vice President of the Bank of 
China, Cui Yanxu [1508 1693 4872], Discusses the Emphasis of Foreign 
Exchange Loans and Trust Investment”) 


[Text] Vice President Cui Yanxu of the main branch of the Bank of China 
recently told reporters that the emphasis of foreign exchange loans and 
trust investment is to support enterprises that produce export commodities, 
support coastal and industrially developed key cities, speedily introduce 
advanced technology aia equipment from abroad, promote the production of 
export commodities, create foreign exchange, sa-° up our strength and use 
technology to give impetus to industrial developeent and technological 
progress in the hinterland. 


The Bank of China is a specialized foreign exchange bank, one of whose 
important tasks is to support technological transformation with foreign 
exchange loans and trust investment. In recent years its business in 
foreign exchange loans and trust investment has grown considerably. Apart 
from the U.S. dollar, foreign exchange loans have expanded to five other 
currencies including the British pound, Japanese yen, West German mark 

and Hong Kong currency. The variety of loans has expanded from the one 
type loans with a floating interest rate of the past to include preferential 
interest rates, buyer's credit, special class A and special class B loans, 
loans for Chinese-foreign joint enterprises and other diversified forms 

of loans. To resolve the needs for RMB funds for importing equipment by 
enterprises, RMB credit has been made available as an addition to foreign 
exchange loans, suiting the needs of enterprises for different types of 
funds and have been well received by all quarters. In 1982, the Bank of 
China nationwide gave U.S. $1.78 billion in foreign exchange loans and 
supported 6,000 projects. In the first half of this year it gave more than 
U.S. $300 million in such loans and supported almost 1,000 projects. 

At the same time, it has handled more than 4,000 business transactions 

in trust investment with a business volume of more than U.S. $1.3 billion. 


Vice President Cuil Yanxu said that besides supporting coastal and 
industrially developed key cities and enterprises that produce export 
commodities, the emphasis of the Bank of China's foreign exchange loans 
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trust investment should be on tourist service enterprises which have 
nontrading foreign exchange income. For major projects in the technological 
transformation of enterprises which produce products for the domestic 
market, although these enterprises have no foreign exchange income, only 

if the state or concerned departments assign them foreign exchange targets 
as a guarantee for returning foreign exchange loans, the enterprises can 

use RMB to repay the loans and the Bank of China can also support them with 
foreign exchange funds. 


When talking about the social benefit of foreign exchange loans and trust 
investment projects and the economic benefit of enterprises, Cui Yanxu 
pointed out that the economic benefit of a project is generally expressed 
in the society and enterprises. 


It is most ideal if a project can bring economic benefit to an enterprise 
as well as the whole trade or society. The Bank of China must vigorously 
support such projects. If a project does not have any direct economic 
benefit for an enterprise which borrows the money but has tangible benefit 
for the trade or society, the Bank of China can also support it only if 
this trade or concerned quarters can bear the responsibility of repaying 
the principal and interest of the foreign exchange loan. The characteristic 
of bank credit is that it is used with repayment and is to be repaid by 
whoever borrows it. When supporting technological transformation of 
enterprises, the Bank of China first considers economic benefit for 
enterprises because it is concerned whether the loan can be repaid and 
whether interest can be paid. 


The Bank of China has recently convened a conference on the use of foreign 
exchange loans and trust investment to support medium and small enterprises 
in carrying out technological transformation. Experience was exchanged. 
The conference:also studied the question of how to implement the State 
Council's guidance on controlling the scale of capital construction and 

the next phase of work. 
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FINANCE AND BANKING 


CONTROL OF CONSUMPTION FUND GROWTH URGED 
Nanjing XINHUA RIBAO in Chinese 9 Aug 83 p 4 


[Article by Lan Ke [5663 2688]: "We Must Appropriately Control the Growth 
of the Consumption Fund"] 


[Text] In the course of studying the respective reports of Premier Zhao 
Ziyang and Vice Premier Yao Yilin to the First Session of the Sixth NPC, 
some comrades have raised this question: Since the two reports suggested 
that we must continue to improve the people's standard of living, why did 
they also suggest that we must appropriately control the growth of the 
consumption fund? 


This is truly a question that must be clarified. 


Continual increase of the social productive forces and gradual satisfaction 

of the people's growing material and cultural needs are the basic goals of 

the socialist revolution and construction. We carry out economic construction 
because ultimately we want to resolve the contradiction between the growing 
material and cultural needs of the people and backward social production. 
Since the 3d Plenary Session of the llth CPC Central Committee, the party 

and state have summarized historical experience, corrected the past deviation 
of putting undue emphasis on capital construction and ignoring the people's 
standard of living, and adopted a series of key measures. In the distribution 
of the national income, they have lowered the proportion of the accumulation 
fund, increased the proportion of the consumption fund and made the greatest 
effort to improve the people's standard of living so that the real income 

and consumption level of people in the cities and the countryside have 
tangibly increased. 


According to typical investigation in Jiangsu, the 1982 average net income 

per capita of peasants in the whole province was 309 yuan, an increase of 

99.4 percent over 1978. In the last 3 years, employment has been arranged 

for over 810,000 people in the cities. Through wage adjustment in groups 

and by stages, last year's average wage per capita among staff workers in 

the province was 703 yuan, an increase of 38.9 percent over 1978 at an 

average annual increase of 8.5 percent. In housing construction for city 

and town residents, the part of the system of ownership by the whole people 

has completed a total of 13.2 million square meters in 3 years. In his report, 
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Premier Zhao put forth the task of continuing to improve the people's 
standard of living in the next 5 years and outlined for us the bright 
prospects of the people of cities and towns in food, clothing, housing, 
material needs and transportation. This is a vivid manifestation of the 
principle of first guaranteeing the basic needs in people's lives when the 
party and state persevere in handling the relationship between production 
and construction and the people's standard of living. 


In that case, can the improvement of the people's standard of living be 
divorced from the state of production and construction and unbound by 
anything? No, it must be built on the basis of production development and 
labor productivity growth. If production does not develop to a certain 
degree, the national income as well as state revenue cannot grow and the 
expansion of reproduction and the improvement of the Living standard will 
not be safeguarded. Why? It is because the funds, goods and materials 

for improving the people's standard of living are safeguarded by the 
consumption fund in the national income and by the corresponding means of 
livelihood. The size of the consumption fund is determined by the ratio 
between the accumulation fund and the consumption fund as well as the total 
amount of national income. Moreover, the level of labor productivity is 

a very important factor in determining the total amount of national income. 
If there is no increase in labor productivity or if the increase is slight 
while wages and monetary reward of staff workers and the income of peasants 
grow too fast, the amount of goods and materials needed to be purchased by 
the increased portion of currency in the hands of the people will surpass 
the amount that can be supplied by the society, and it will bring about the 
phenomenon of having money but not being able to buy anything and prices 
will increase. Theory and practice have proved thet the speed of improving 
the people's standard of living cannot be faster than that of production 
development and labor productivity growth. It is an objective economic 

law that the accumulation portion in the national income must maintain 

a certain growth rate and proportion. If we violate the law, concern 
ourselves with only the immediate life, ignore production and construction, 
demand too much and too fast in improving the standard of living, the 
consumption fund will grow too large, the funds needed by key construction 
cannot be safeguarded and the long-term basic interests of the people and 
state are bound to be damaged. 


Since the 34 Plenary Session of the llth CPC Central Committee, our party 

is strongly determined to appropriately reduce the accumulation fund and 
increase the consumption fund in order to improve the people's standard of 
living, which is necessary. However, if the trend of excessive increase 

of the consumption fund continues, it will bring about many problems. 

It will correspondingly reduce construction funds indispensable to the state 
so that the whole society will be unable to expand reproduction and may not 
even be able to maintain simple reproduction, which will resuit ina 
production sag and finally lead to a drop in the consumption level among 

the people. Therefore, at the same time when the party Central Committee 
stresses strict control of the size of fixed-capital investment, it suggests 
that we must appropriately control the growth of the consumption fund to 
prevent the possibility that it might te divorced from production growth and 
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expand excessively. This is highly necessary, and is done very promptly. 
This concentrates funds to guarantee the needs of key construction, 
safeguards the needs of economic vitalization and continual improvement 
of the people's standard of living and is an objective demand of economic 
law. 


Comrade Chen Yun pointed out: food is first, construction is second. 

[f we eat and use up everything, the country will be hopeless. If after we 
eat we have strength left to spend on production and construction, then 
there will be hope for the country. This is a principle that must be 
followed in correctly handling the relationship between the people's 
standard of Living and production and construction. In order to avoid 
excessive increase of the consumption fund, safeguard the continual 
improvement of the people's standard of living as well as the continual 
expansion of production, all of our trades and professions must strictly 
implement the concerned policies and provisions of the state. Three 
particular points should be stressed at present. First, the growth of 
staff workers’ wages, monetary reward and welfare fund must be slower than 
the growth of enterprise profits and taxes handed over to the higher 
authorities. Enterprises will soon readjust staff workers’ wages, and 

the extent and means of readjustment must be strictly in accordance with 
state provisions. Some enterprises and institutions use all sorts of 
pretests so that indiscriminate issuing of monetary reward and material 
objects must be stopped firmly. 


Second, the hope of increasing peasant income lies mainly in developing 
production and lowering agricultural capital, and we can no longer rely 

on increasing the prices of agricultural sideline products. We must realize 
that at present price subsidy of agricultural products and other subsidies 
by the state have reached 32 billion yuan, equivalent to a fourth of last 
year's state expenditure. If we do not control it, the financial strength 
of the state will not be able to support it. Third, ours is still a poor 
country which must carry forward the fine traditions of arduous struggle, 
building up the country through thrift and hard work and fostering the 
viewpoint that individual parts must follow the whole. We must rectify 

and correct certain units which violate law and discipline by misallocating 
cost, evading taxes, retaining state revenue that should be handed over to 
the state, practicing partiality and appropriating public property which 
severely damage the interests of the people and state. Leading cadres 

at all levels and the broad masses of people must dare to launch a firm 
struggle against this kind of phenomena. 
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FINANCE AND BANKING 


BRIEFS 


HUBEI FINANCIAL CHECKUP--An overall checkup on financial affairs has been 
carried out in various localities throughout the province. Up to 19 October, 
the province has carried out a financial checkup in some 20,000 units, includ- 
ing state-run enterprises, institutions, and some large collective units. 
According to investigation, about 12,000 units have engaged in such evil 
practices as evading tax payment, owing tax money, and wantonly creating and 
adding cost items. An overall financial checkup is now developing in depth. 
{Summary} [HK261520 Wuhan Hubei Provincial Service in Mandarin 1100 CMT 19 
Oct 83) 


HUNAN AUDIT DEPARTMENT~--The provincial audit bureau was officially established 
on 17 October. The bureau will supervise all trades and departments in 
earnestly carrying out the party's line, guiding principles, and policies, in 
striving for the fulfillment of the plan for the national economy and social 
development, and in practicing various financial systems and executing finan- 
cial discipline. (Niu Shengxiang), director of the provincial audit bureau, 
delivered a speech at the establishment meeting. [Summary] [HK261520 Changsha 
Hunan Provincial Service in ‘‘andarin 2310 GMT 19 Oct 83) 


SUBSTITUTE TAX FOR PROFITS--According to GANSU RIBAO, the reform of substitut- 
ing taxes for delivery of profits basically has been completed in Cansu Pro- 
vince. By the end of September, 340 million yuan in income tax had been turned 
over to the state by 1,941 locally-administered state enterprises which had 
adopted the system of substituting taxes for delivery of profits. The reform 

of substituting taxes for delivery of profits began 1 June this year. Since 
then, the provincial government has strengthened leadership over this work, and 
the provincial finance department has transferred some cadres to the newly 
established office to take charge of the work. Through investigation and study, 
they have worked out some plans for the work. All localities, departments and 
enterprises have regarded the work as an important economic reform and taken it 
seriously. People at various levels have been fully mobilized aid a good job 
has been done in propaganda. As a result, the initiative of the enterprises 

has been mobilized in the reform. The system of substituting taxes for delivery 
of profits is in line with the direction of the economic reform. After adopting 
this system, production has been promoted, both national income and the income 
of enterprises and workers have been increased, and better economic results have 
been achieved. 
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FUJIAN TAXATLON--The substitution of taxes for profits has been comprehensively 
launched in our province's state-run enterprises. Provincewide statistics for 
the first 10 days of August show that more than 94 million yuan has been de- 
posited and the share deposited in July has increased more than 50 percent over 
that of June. Under the attention of government leaders on all levels, the 
work of substituting taxes for profits in our province has been actively coor- 
dinated by the departments concerned, and through conscientious investigation 
and calculation, financial departments in all areas have level by level and 
one by one established checkpoints at basic-level enterprises. Based on using 
methods of the substitution of taxes for profits, all experimental] enterprises 
which have carried out various types of the contract system and the substitu- 
tion of taxes for profits have carried out unified methods throughout the pro- 
vince according to the Central Committee's stipulations. Moreover Fuzhou, San- 
ming, Jinjiang, Jianyang, and Ningde are areas which have strengthened collec- 
tion management, calculated collection based on proportions, actively organ- 
ized income tax depositing, and developed it rather quickly in the electric 
power, light, chemical, electronics and machinery industries. Ninety-five per- 
cent of state-run enterprises in Fuzhou have paid their income taxes. Of 43 
state-run enterprises in counties such as Ziapu and Minhou, except for 2 with 
losses, the rest have all collected and deposited enough. [Text] [Huang Jiaxin 
(7606 1367 0207)) [Fuzhou PUJIAN RIBAO in Chinese 18 Aug 83 p 1} 12267 
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MINERAL RESOURCES 


BRIEFS 


QINGHAI GEOLOGICAL LEADING CROUPS--The Qinghai Provincial Bureau of Geology 

and Mineral Products has provided leadership groups for all of its organs at 
the departmental and team levels. Of the 89 cadres provided, 48.3 percent 

have been newly promoted. Their average age is 44, which is 4.7 years younger 
than before. Of them, 46.7 percent have university or college cultural level 
and above. The number of cadres of these leadership groups who have university 
or college cultural level and above is 35 percent more than before adjustment. 
The number of professional cadres is 28.9 percent more than before adjustment. 
[Summary] [Xining Qinghai Provincial Service in Mandarin 1100 GMT 20 Oct 83 
HK | 
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DOMESTIC TRADE 


RELATIONSHIP OF STATE COMMERCE, CONTRACT SYSTEM 
HKO20918 Beijing GUANGMING RIBAO in Chinese 23 Oct 83 p 3 


[Article by Li Zhisheng [2621 2535 4141]: "It Is not Feasible for State- 
Operated Commerce To Contract with the State for Business Management” ] 


[Text] It is necessary for socialist state-operated commerce to institute a 
strict responsibility system. This is determined by the level of material 
civilization and people's consciousness in the socialist stage. It is also a 
summation of the historical experiences gained in our country and other 
socialist states. That is to say, the system of public ownership cannot be 
separated from the responsibility system. Otherwise, it will surely be under- 
mined. 


An enterprise is a basic unit of economic activity. The various forms of the 
responsibility system instituted in state-operated enterprises include not 

only those practiced within the enterprises but also those practiced between 

the enterprises and the state. The specific forms of the responsibility system, 
whether practiced within the enterprises or between the enterprises and the 
state, should be allowed to be diverse. The contract system for business man- 
agement is only one of them. 


It is undoubtedly necessary for state-operated commerce to practice the re- 
sponsibility system. However, we should study the suitable forms of the re- 
sponsibility system which state-operated commerce practices in relation to the 
state. In some localities, the contract system for business management which 
the state-operated commerce practices in relation to the state came into being 
after the contract system for business management was successfully implemented 
in agriculture. This is a practice transplanted from the agricultural contract 
system. However, in transplanting this system, a basic precondition has been 
overlooked. That is to say, the agricultural contract system is not one which 
state enterprises practice in relation to the state but a form of the respon- 
sibility system within the collective economy. Unlike state enterprises, it 
does not involve the interests of the state, collectives, and individuals. 
Such being the case, can state-operated commerce practice a contract system 
for business management in relation to the state? In my opinion, it is not 
feasible for state-operated commerce to practice this form of the contract 
system. 


139 





First, It is Not Feasible for State-Operated Commerce to Contract with the 
State for Business Management Because This is Determined by the Nature of 
State Enterprises. 


Marxism tells us: The forms of the ownership of the means of production 
determine the forms of product distribution. The means of production of a 
socialist state enterprise belong to the state which represents the interests 
of the people. This has determined that all products (including surplus pro- 
ducts manifested in the form of profit) manufactured with the utilization of 
these means of production must belong to the state. The fact that the state 
allocates a certain amount of funds or leaves some profit to enterprises does 
not change the nature of the enterprises belonging to the state. However, 
once an enterprise practices a contract system in relation to the state, the 
enterprise will become a shareholder and draw extra dividends from the state. 
And this constitutes a deviation from the above-mentioned principle of Marxisn. 


Because an enterprise belongs to the state, all managerial and administrative 
personnel, including manager or factory director, have been entrusted by the 
state to exercise the functions anc powers of management over the enterprise 
on behalf of the state. If an enterprise practices a contract system in rela- 
tion to the state, the economic interests of the managerial personnel, workers, 
and staff members are brought into line with those of the enterprise so that the 
managerial personnel change their stand and actually become the representatives 
of the enterprise, who hold negotiations and sign contracts with the state on 
behalf of the enterprise. Thus, they often stand on the side of the enterprise 
and haggle with the state over the immediate interests of the enterprise. A 
few individuals even do not hesitate to sacrifice the state interests in a 
vigorous attempt to cut into the state irterests for the benefit of the enter- 
prise. 


Second, it is not Feasible for State-Operated Commerce to Contract with the 
State for Business Management Because This is Determined by the Disadvantages 
of the Contract System Itself. 


When an enterprise practices the contract system in relation to the state, the 
interests of the enterprise and the state will inevitably be involved. The 
interests of both are often in contradiction. This is because the profit 
derived from an enterprise is fixed. If the state gets more, the enterprise 
will get less. Conversely, if the enterprise gets more, the state will surely 
get less. The only method for dealing with the interests of both is to fix a 
base. At present, we still lack a scientific basis for fixing the base. Under 
these circumstances, almost all bases have been fixed through accounts, negotia- 
tions, and consultations. In fixing the base through accounts, if the base has 
been fixed on the high side, the relevant enterprise will not sign the contract 
and, if the base has been fixed on the low side, the state will suffer losses. 
Just as the leaders of some enterprises said: "When fixing the base for contracts, 
we keep clear accounts in our minds but make a mess of them in words.” More- 
over, the principal basis for fixing the base are the actual results achieved 

by an enterprise in previous years. Thus, with respect to some enterprises in 
previous years. Thus, with respect to some enterprises which were originally 
backward, the lower the base, the greater the potential for its overfulfillment 
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and the greater the profit retained by the enterprises. The originally ad- 
vanced enterprises, however, suffer losses because the base has been fixed on 
the high side. This will result in the emergence of various phenomena, such 
as “fattening the Lazy cows" and “whipping the fast ones." 


Last, It is Not Feasible for State-Operated Commerce to Contract with the 
State for Business Management Because this is Determined by the Features 
of Commerce. 


l. Commerce is greatly affected by non-subjective factors and so it is diffi- 
cult for the contract system to reflect the principle of distribution according 
to work. The system cf linking remuneration with output can be practiced in 
quite a few industrial departments and in agriculture because, under normal 
conditions, they are not greatly affected by non-subjective factors. An in- 
crease in output directly shows an increase in the labor amount of workers and 
staff members. By calculating remuneration and distributing bonuses in this 
way we can basically reflect the principle of distribution according to work. 
This is not the case in commerce. Commerce is greatly affected by various 
objective factors, such as the geographical position of ships, market supply 
and demand, price policies, and “buyers from other localities," and an increase 
in sales volume does not directly show an increase in the labor amount of 

shop assistants. Therefore, the calculation of remuneration and the distribu- 
tion of bonus according to this method cannot reflect the principle of distri- 
bution according to work. 


2. Commerce does not create value. The implementation of the contract system 
makes it difficult to keep consumption funds under control, which will inevit- 
ably intensify the imbalance between the social purchasing power and the possible 
market supplies. With the exception of packing and delivery, which are the 
continuation of production and constitute commodity value, the other links in 
the circulation field do not create value. Shop assjstants do not increase 
the use value of commodities with their labor. If the implementation of the 
contract system has resulted in an excessive increase of profit retained by 
commercial enterprises and of bonus distributed to shop assistants, the pur- 
chasing power of society has increased without an increase in market supplies. 
This will inevitably result in the growing shortage of numerous commodities, 
and the supply of commodities in short supply, in particular, will fall far 
short of demand. 


3. The purpose of commerce is to serve consumers. The implementation of the 
contract system tends to cause the shops to “look at everything in terms of 
money” and thus infringe upon the interests of consumers. Socialist commerce 
meets the needs of the masses of people for use value through the exchange of 
commodities, therefore, its purpose is to serve consumers. This has funda- 
mentally negated the profit-before-everything mentality of capitalist commerce. 
But after the implementation of the contract system in commerce, the bonus in- 
centive has weakened the idea of serving consumers so that a considerable 
number of shops and shop assistants put profit-making first and do something 
which is detrimental to the interests of consumers. 
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We can thus see that it would be better for state-operated commerce not to 
practice the contract system in relation to the state. The extensive implemen- 
tation of the system of substituting taxes for the delivery of profit through- 
out the country is a good method for solving the economic relationship between 
the socialist enterprises, including the state-operated commerce, and the state. 
Therefore, those commercial enterprises which have not practiced the contract 
system should step practicing it and instead institute the system of substitut- 
ing taxes for the delivery of profit. It should be pointed out, however, that 
when we say that it is not feasible for state-operated commerce to practice 

the contract system in relation to the state, we do not mean that the contract 
system should not be practiced within the enterprises, nor do we mean that 
enterprises can refrain from assuming sole responsibility for their own profits 
or losses or from discarding the practice of “everybody eating from the same 
big pot." Different trades and professions may practice various forms of the 
management responsibility system within the enterprises, including the contract 
system, according to their own different conditions. 
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DOMESTIC TRADE 


FIRST ANNUAL MEETING OF CHINA COMMERCIAL ECONOMICS SOCIETY HELD 
Beijing RENMIN RIBAO in Chinese 12 Sep 83 p 5 


[Article by a student: “During the Last 10 Days of July, the China Commer- 
cial Economics Society Held its First Annual Meeting in Huhhot"] 


[Text] I. It is Necessary to Continue to Pay Close Attention to Carrying Out 
Reform of the Commercial Circulation System 


Since the 3rd Plenary Session of the lith CPC Central Committee, certain re- 
forms which have been carried out in the commercial circulation system, such 
as carrying out “three manys and one few,” relaxing the purchase and marketing 
policy for agricultural sideline products, adopting a diversified purchase and 
marketing form for industrial products, changing the urban and rural division 
of labor, carrying out division of labor based on commodity, opening up urban 
and rural communication, reducing circulation links, and revising the social 
commercial structure, have all achieved remarkable results. But it should also 
be seen that the present commercial circulation system still cannot suit the 
needs of the new situation of a large development in commodity production and 
exchange. Of the reforms which have been carried out, some areas have still 
not been successful. The regulatory effect on the market of state-run commerce 
has not been sufficiently developed, and the situation of the style of manage- 
ment being sluggish has not basically changed. Many areas still plan and or- 
ganize commercial circulation according to administrative area, having many 
links and a slow turnover. Problems of "selling difficulties" and “buying 
difficulties" exist in some rural areas, and cove city-produced industrial 
consumer goods are overstocked and unmarketable. And especially important is 
that this year’s commercial economic results have clearly decreased, and 1982 
economic results of the Ministry of Commerce and affiliated organizations have 
generally not been as good as in 1981. Compared to 1981, commercial profits 
have decreased 36 percent, commodity circulation costs have increased 14.8 
percent and the average proportion of circulating funds has increased 10 per- 
cent. There are many reasons for the lack of commercial economic results, and 
a very important one is that the existing commerciai circulation system is un- 
fair. Relations of the commercial enterprises’ responsibilities and rights 
between the state and the enterprises have not been handled well, distribution 
according to “all eating out of one big pot" and egalitarianism have not been 
solved, and many enterprises have no motive force from within or pressure 

from outside and lack vigor. Since the reforms which have been carried out are 
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not complete, and si.ce some areas have lacked experience in promoting the 
commercial management responsibility system and much work has not been caught 
up, an official commercial style has developed in some state-run commercial 
enterprises, service quality has dropped, circumstances occasionally occur 
which harm the interests of the state and the consumers, and the masses and 
staff members and workers in commercia! departments are all urgently demanding 
a change in these conditions. Clearly stating these conditions, the commer- 
cial circulation system must definitely continue to be reformed. Only with re- 
form can production be promoted, circulation be vitalized, and markets be pros- 
perous. Reform is imperative and accords with the will of the people. 


Il. On Reform of the Wholesale Commercial System 


Delegates who participated in the meeting believed that wholesale commerce is 
the result of development of commodity production and exchange. Along with the 
development of commodity production, the scale and structure of commerce have 
greatly changed and commodities to be handled have become more and more conm- 
plicated. Retail stores handling tens of thousands of commodities cannot all 
go directly to each production enterprise to stock goods, and it is difficult 
for tens of thousands of factories to go directly to scattered retail stores 
to market their products. In order to regulate time and space contradictions 
between commodity production and consumption, it is most important to depend 
on wholesale commerce. The existence of specialized commerce, as compared to 
production departments being engayed in their own overall commercial activity, 
can enable commodities to be turned into money somewhat sooner, and can enable 
the proportion of funds to be reduced. Whatever can lessen the proportion of 
funds in wholesale commerce, speed up the circulation rate, and increase the 
volume of circulated commodities, thus promoting production, expanding circu- 
lation and achieving better social economic results, wili solve the problem of 
reform of the wholesale commercial system. 


Our country’s wholesale commercial system has undergone many changes. Prior 

to the 3rd Plenary Session of the llth CPC Central Committee, the major problem 
in the wholesale commercial system was that it was too unified. First, is that 
production was too guaranteed, and whatever was produced, wholesalers had to 
purchase. Second, is that duties and jurisdiction between wholesale commerce 
and commercial administrative departments were not separate, wholesale commerce 
was subsidiary to commercial adr rative departments on all levels, major 
decisions on economic activity als depended totally on the direction of 
administrative departments, and «..«rcprises had no initiative. Third, is that 
wholesale enterprises seriously restricted purchase and marketing by retail 
stores and grassroots supply and marketing cooperatives, and fixed purchase and 
marketing relations. In order to reform the wholesale commercial system, it is 
necessary to change this “closed type” wholssale system, and to replace it 

with an “open type” one. Use key cities as the dominant factor, and based on 
small, medium and large economic zones, set up a wholegale commercial network 
of many types, and carry out specialized and careful planning. As to specific 
reforms, there are seven areas of need. 1) Change the past monopoly purchase 
and marketing form, and carry out a brisk and diversified purchase and market- 
ing form. In addition to upholding the existing monopoly purchase and market- 
ing, planned purchasing, order purchasing, opinion purchasing, selective 
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purchasing and delegated management and marketing, purchase and marketing forms 
such as joint industrial and commercial management, joint wholesale management 
and joint wholesale-retail management can also be carried out. 2) Relations 
between wholesale and wholesale, and between wholesale and retail or grass- 
roots supply and marketing cooperatives should change from the “distribution 
form's” higher and lower level relations to relations of economic equality be- 
tween enterprises. In addition to allowing the few commodities related to the 
national economy and the people's standard of living to continue in balanced 
distribution from top to bottom, the other commodities’ variety, color, speci- 
fications and volume can all be freely chosen, stocked and purchased. 3) Whole- 
sale commercial enterprises are relatively independent economic entities, and 
have initiative in personnel, property, purchase, supply and marketing. 4) On 
the premise of upholding state-run wholesale commerce as the principal part, 
permit other diversified economic forms to emerge in fair wholesale business. 
») Break regional blockades and rural and urban disparities, and develop uni- 
fied socialist markets. 6) Organize commodity circulation based on fair comm- 
dity flow directions and economic regions. 7) On the premise of maintaining 
basic retail price stability, gradually open up price management jurisdiction. 


[it. Om Reform of the Rural Commercial System 


ihe delegates believed that in reform of the rural commercial system, most im- 
portant is the need to carry out diversified economic forms, diversified manage- 
ment methods, diversified circulation channels, a circulation system with few 
links, division of labor based on commodity, and opening of urban and rural 
communication. As to reform of supply and marketing cooperatives, they believed 
that the supply and marketing cooperatives are commercial enterprises organized 
by the peasants themselves, that since 1958, particularly during the “great 
cultural revolution,” their becoming owned by the whole people has not been 
suited to the development of agricultural production, and that development of 
the supply and marketing cooperatives has been seriously affected. Since the 
ird Plenary Session of the llth CPC Central Committee, the joint production 
contract responsibility system has been carried out in agriculture, key and 
specialized households have vigorously developed, the agricultural commodity 
rate has greatly increased, and the scale of agricultural product circulation 
has expanded. Not only has the number of agricultural sideline and special 
local products sold by the peasants increased, but there has been a change in 
the situation in which only primary products were sold, and the proportion 

of processed, semimanufactured goods for sale has gradually increased. The 
peasants’ demands for agricultural means of production and daily use industrial 
products has rapidly increased, and there has been a big change in the con- 
sumption composition. A new situation has rapidly developed in rural commo- 
dity production and circulation, causing the unfairness and accumulated con- 
tradictions in the supply and marketing cooperative system to be even more 
prominent, and the former supply and marketing cooperative system has reached 
the time when it must be reformed. 


Many delegates believed that the major substance of reform of the supply and 
marketing cooperatives system is to recover their cooperative commercial quality, 
to recover and strengthen their organizational mass character, democratic id- 


ninistration and flexible management, to establish joint agricultural-commercial 
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management, and to change the supply and marketing cooperatives into comprehen- 
sive rural service centers. There are five points to the specific reforms. 

|) Change the past administrative subordinate relations to economic relations, 
and change the supply and marketing cooperatives into mass character economic 
Organizations. Correctly handle relations between higher and lower level coop- 
eratives and between supply and marketing cooperatives and peasants, and make 
joint county cooperatives serve grassroots cooperatives, and grassroots coop- 
eratives serve coop members. 2) Change planning and organizing of commodity 
circulation based on administrative area, and uphold organization of commodity 
circulation based on economic zone. 3) Change the circulation system which 
depends on the commune and brigade, and carry out a circulation system which 
depends on key towns. 4) Change single, rigid management methods, and use 
diversified and flexible ones. 5) Change cadre appointments and the system of 
"job security" for staff members and workers, and carry out democratic election 
of responsible people and a contract worker system for staff members and workers. 


Many delegates believed that to now change the county supply and marketing coops 
into joint county coops is the major substance of reform of the supply and mar- 
keting coop system. The problem lies in the need to clarify the differences 
between joint ccunty cooperatives and county supply and marketing cooperatives, 
co truly turn the joint county cooperatives into economic entities, and to 
develop their roles. Otherwise it could just be a change of name or tag, and 

in reality still be the same old road. 


As to the nature of the supply and marketing cooperatives, in summary there are 
three viewpoints: One view is that they should be collectively owned; one 

view is that they should be a union of the two kinds, i.e., ownership by the 
whole people and collective ownership; and another view is that they should be 
owned by the whole people. 


12267 
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DOMESTIC TRADE 


SHANGHAI ECONOMIC ZONE DEVELOPMENT PLANS DISCUSSED 
Shanghai WEN HUI BAO in Chinese 24 Aug 83 p 1 


[Article by Staff Reporters Yao Shihuang [1202 6108 3552] and Zhang Debao [1724 
1795 4405]: “Representatives from Jiangsu, Zhejiang and Shanghai Enthusias- 
tically Discuss Premier Zhao's Important Speech; Develop the Advantages of 

All Areas and Promote the Economy of the Whole Zone; Discuss Tentative Plans 
and Make Proposals for Formulating a Regional Programme and for Assigning In- 
dustrial Plans”] 


(Text) Comrades from the two provinces of Jiangsu and Zhejiang and Shanghai 
City who participated in the first conference on planning work for the Shanghai 
Economic Zone, recently enthusiastically discussed Premier Zhao Ziyang's im- 
portant speech, focusing on the problem of formulating a good regional program 
and assigning industrial plans, with each airing their own views, speaking 
glowingly of tentative plans, and actively making proposals. 


Have Overall Planning and Fair Division of Labor 


Comrades participating in the conference believed that a regional program and 
assignment of industrial plans must be based on the natural, economic and 
technological conditions of each city, and be rationally distributed, with 

each having its particular emphasis in order to fully develop the advantages 

of each city. Zhang Qi [1728 1142], director of the Zhejiang Provincial Plan- 
ning Commission, said that in a line from Hangzhou to Wuxing and Changxing, 
Zhejiang has abundant limestone resources and can be built into an industrial 
base of building materials for the economic zone; it also has a definite founda- 
tion in machinery, electronics, and the chemical industry and can further de- 
velop a group of superior products. In the field of energy, Zhejiang can be- 
come a major base for the economic zone built by hydroelectric, coal and nu- 
clear power. Lu Zhongkai [7120 0022 0418], deputy mayor of the City of Nan- 
tong, said that Nantong must use its large yield of high-quality cotton and its 
fairly good technological base to develop high-grade cotton and knitted goods, 
and use advanced equipment which has been imported from abroad such as com- 
plete sets of printing and dyeing equipment, woolen spinning equipment and 
chemical fibers to develop new spun-wool and chemical fiber varieties and 
series of products. Wang Yuliang [3769 0151 5328], mayor of the City of Shao- 


xing, said that Shaoxing'’s five great resources of mountain forests, sea routes, 
mines, building materials and tourism can be used to develop a group of pro- 
ducts with traditional characteristics to serve the development of the economix 


zone. 
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Unite in Things Foreign and Develop Foreign Trade 


Wang Chenghui [3769 2110 1920], a responsible person from the City of Wuxing. 
said that in order for the economic zone to become an economic organic whole, 
it is first necessary to become an organic whole in foreign trade, to fully 
utilize Shanghai's foreign trade base, and to unite in things foreign. Jiaxing 
and Wuxing's foreign trade exports have always been closely related to the port 
of Shanghai, and to break the “piece by piece" restrictions is the key to the 
economic zone's being connected to the interior and pressed against the exter- 
for. Jiang Jingyu [5592 4842 1342], director of the Changzhou Municipal Plan- 
ning Commission, said that the City of Changzhou's foreign trade export pro- 
ducts have developed fairly rapidly and their potential is rather large. In 
order to further develop foreign trade, it is necessary to have overall plan- 
ning for the economic zone's foreign trade and to unite in things foreign. Shi 
Gaocai [4258 7559 2088], deputy mayor of the City of Suzhou, proposed the es- 
tablishment of a Shanghai Economic Zone Foreign Trade Joint Management Organi- 
zation, and for the two provinces and one city's foreign trade departments and 
subordinate municipal joint organs, the carrying out of unified negotiations, 
prices, exports and accounting. Zhu Shu [2612 1204], deputy director of the 
Wuxi Municipal Planning Commission, proposed that in order to accelerate the 
introduction of technology, the introduction of technology and equipment by al] 
cities in the Shanghai Economic Zone should be unified and coordinated; the 
foreign software introduced by all cities should be jointly used by ail cities 
in the economic zone; and certain industrial and technological development 
centers should be established to accelerate the introduction, technological 
development and demonstration of and consultation on major projects. 


Give Overall Consideration and Strengthen Key Points 


Development of the Shanghai Economic Zone is inseparable from energy sources 
and communications. A comrade from the Huadong Electric Management Office 
pointed out that the amount of electricity used by the economic zone constit- 
utes 55 percent of Huadong’s electricity network, and electric power is in 
short supply. In order to alleviate the contradictions, it is necessary to 
make an issue of increasing income and decreasing expenditure. Increasing in- 
come requires a coordinated solution by all provinces and cities in the economic 
zone, and decreasing expenditure requires more concentration of efforts by all 
sides. Many comrades in the two provinces and one city said that within the 
Shanghai Economic Zone there are 6 main national highways joining 10 cities, 
the Shanghai-Nanjing, Shanghai-Hangzhou, and Hangzhou-Ningbo railroads passing 
from east to west, the Beijing-Hangzhou Canal linking up the north and the 
south, 14 major interior rivers linking water transport lines with all cities, 
forming a transportation and communicat tons network extending in all directions, 
and also the 4 seaports of Shanghai, Ningbo, Nantong and Zhangjiagang. The 
full utilization of these factors is an important condition in the development 
of the Shanghai Economic Zone. Geng Dianhua [5105 0368 5478), a responsible 
person from the City of Ningbo, proposed the use and development of the port 
of Ningbo as a branch port for Shanghai, also the development of the port of 
Beilun to solve the problem of the Shanghai Economic Zone's port capacity 
being insufficient, and giving overall consideration and strengthening the 
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construction of key points. Zhong Boxi [6968 0130 43556], acting mayor of the 
City of Hangzhou, pointed out that using the economic zone‘s convenient commu- 
nications to energetically develop the tourist trade would open up new sources 
for tourism, 


Wang Lin (3769 2651], director of the Shanghai Economic Zone Planning Office, 
told reporters yesterday that the planning office is planning to carry out 
further investigation and research, to sum up planning proposals from all pro- 
vinces and cities and all departments of the State Council, and to carry out 
the work of industrial planning and research. 
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DOMESTIC TRADE 


ACTIVE CITY, COUNTRY TRADE FAIRS REPORTED 
Beijing JINGJI RIBAO in Chinese 6 Aug 83 p 2 


[Report: “Commodities on the Market Increase, Business Volume Generally 
Increases--City and Country Trade Fairs Continue to Prosper in First islf 
of the Year--Flea Markets Open in Many Places and Are Well Received” | 


[Text] In the first half of the year, commodities in city and country trade 
fairs increased and trade was active. 


According to the figures of the state Industry and Commerce Administrative 
Bureau for 206 godel country trade fairs from January through June, the 
business volume was more than $52 million yuan, an increase of 24.8 percent 
over the same period last year. There was an overall increase in business 
volume of the 15 major categories of commodities, of which grain increased 
29.7 percent; meat, poultry and eggs, 26.3 percent; aquatic products, 

16.6 percent; vegetables, 30.4 percent; dried and fresh fruit, 46.4 percent; 
means of agricultural production, 11 percent; large livestock, 15.7 percent; 
and industrial goods gore than doubled. Moreover, according to the figures 
of 70 city trade fairs from January through June, business volume was sore 
than 1,178 million yuan, an increase of 19 percent over the same period last 
year. Of these, fat and ofl increased 6.8 percent; meat, poultry and eggs, 
15 percent; aquatic products, 14 percent, and vegetables, 36 percent. 


Commodity prices varied among the trade fairs. There were more cases of price 
increase for vegetables, fruit and aquatic products. The price of grain 
generally decreased. Compared to the same period last year, the average 

price of grain in trade faire at the end of June decreased 5.4 percent. 


Another new change in city and country trade faire in the first half of the 
year is that flea markets have opened in many places. Second-hand goods on 
the market included bicycles, farm machinery and taplements, saall household 
electrical appliances, wood furniture, clothing, shoes and hats. The opening 
of .lea markets supplements the deficiencies of state-operated purchase of 
waste and used items and the sales business in second-hand goods and has been 
well received by the masses. After its opening this February, the flea aarket 
on Tlanbao Road in Tianjin has an average of over 600 stalls each day. 

By the end of April its business volume was gore than 48,000 yuan. 


9586 
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DOMESTIC TRADE 


STRONGER ENFORCEMENT OF ECONOMIC CONTRACT LAW URGED 
Beijing JINGJI RIBAO in Chinese 12 Aug 83 p 2 


[Article by Yang Zhifan [2799 2784 5400]: “Economic Departments Must 
Strengthen Contract Management Work” ] 


[Text] Since the “PRC Economic Contract Law” was issued and put into effect, 
all levels of business aanagement departments everywhere and enterprise units 
have achieved good results in its taplementation. Some enterprises even 
examine the state of taplementation of economic contracts as an important 
economic target and have achieved even more tangible results in promoting 

the iaprovement of management by enterprises, increasing economic results 

and completing state plans. However, taking all that we see and hear in our 
work into account, some problemas should also arouse our attention and should 
be resolved. 


Substitution of contracts by assigned procurement. The state itaplements 

the assigned procurement policy for certain commodities and hands down 
procurement tasks according to the assigned procurement base. This is in 

the reale@ of the command plan. Concerned business depart@ents should sign 
purchase and sale contracts according to the assigned procurement tasks 
handed down by the state so that by the form of a contract the persons 
responsible on both sides will be bound by law to realize the common economic 
goal of assigned procurement tasks, thereby safeguarding the completion of 
the tasks. In all areas and departments where the tasks are performed this 
way, they are completed in good condition. Nevertheless, some leaders of 
grassroots economic depart@ents and persons in charge of enterprises are 
still used to the old ways and employ administrative measures to assign the 
procurement tasks handed down by the state to the lower levels and substitute 
them for contracts. Consequently they get only half the result with twice 
the effort or even get very little result. 


Signing contracts with nonlegal persons. The procurement officer of a 
certain department store corporation signed a purchase and sale contrat 

for over 30,000 yuan of general merchandise with a profiteer who posed as 

a sales officer of a certain enterprise. Since this was discovered in time, 
no payment for goods was swindled away. A certain local product corporation 
signed « purchase and sale contract for several hundred thousand yuan of 
local products with a commune seaber who falsely claimed to be a procurement 








officer of a certain area. Subsequently, due to a change in the market price, 
this “purchase representative” never turned up again which resulted in a loss 
of over 89,000 yuan for the corporation. 


Signing so-called “verbal contracts”. A certain grain and oil-processing 
unit suddenly received a shipment of oil drums. Through inquiries it was 
found that an individual at a lower level had signed a “verbal contract” 
with the sales officer of the shipper and that these were goods sent by the 
other party. There were arguments back and forth because the quality of the 
ofl drums was poor. 


Signing contracts which are not bound by law. This type of contract is 
relatively more popular at present. Their defect is that they are not 
concrete itn substance, the rights and obligations of both sides are undefined 
and economic responsibilities are unclear. Wrangles are frequently caused 

in their taplementation. 


The causes of the various problems described above can be summarized into two. 
First, the leaders and economic personnel of economic departments have not 
sufficiently studied the “economic contract law”. Their understanding is 
shallow and implementation is not strict. They are not good at conducting 
their work according to the provisions of the “economic contract law” and do 
not earnestly examine the validity of contracts. Some even itmplement invalid 
contracts that do not carry the legal binding force the same way as valid 
contracts. Second, some leaders of enterprises and concerned business 
personnel even link up with unlawful elements in society to seek private 
gains and practice fraud by taking advantage of economic contracts to engage 
in tllegal activities. They undermine the state and ruin the reputation of 
the “economic contract law’. 


Today, as the legal system is being perfected and as lawful conduct of 

work is advocated, we must abide by the provisions of the “economic contract 
law” in economic activities and launch the work in economic contracts. 

In particular, units of enterprises should examine the conditions of the 
implementation of economic contracts as an important economic target, 
self-consciously conduct their work according to the “economic contract law” 
and safeguard the taplementation of state plans. 
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POREIGN TRADE 


ROLE OF FOREIGN TRADE DEPARTMENTS DISCUSSED 
Fuzhou FUJIAN RIBAO in Chinese 2 Aug 83 p 1 


[Report: “Hu Ping [5170 1627] Stressed at the Provincial Foreign Trade 
Work Conference--Foreign Trade Departments Must Play Three Important 
Roles--First, As an Active Promoter of Large-Scale Socialist Production; 
Second, As an Active Developer of the Two Markets and the Two Kinds of 
Resources; Third, As a Key Organizer in the Introduction of Advanced 
Techonolgy and Equipment” ] 


[Text] On July W, Provincial Governor Hu Ping said at the provincial 

foreign trade work conference that comrades of foreign trade departments 
should play three important roles in the four modernizations of our province: 
first, as an active promoter of large-scale socialist production; second, 
as an active developer of the two markets and the two kinds of resources; 
third, as a key organizer in the introduction of advanced technology and 


equipment. 


In his talk, Comrade Hu Ping pointed out that other than completing 
purchase, export to gain foreign exchange and import plans, foreign 

trade also functions in the following three aspects. Foreign trade should 
play a unique role in promoting large-scale socialist production. The 
development of many of our products is inseparable from foreign trade. 
Many export products are actively supported and promoted by foreign trade 
departments economically, technologically and in terms of equipment. In 
certain areas, foreign trade has also played a role which planning, economic 
commissions and departments cannot. Foreign trade departments should even 
more consciously persevere in fostering the correct orientation of large- 
scale socialist production. 


Comrade Hu Ping said: Leading comrades of the party Central Committee 
demand that we take advantage of the two kinds of resources, develop the 
two markets and learn the two kinds of skills. We must “open up the way 
and advance” just as it is proposed by the 12th Party Congress. Our 

prod. cts must compete in the international market in order to test the 

level of our production technology. Foreign trade has accepted the 
challenge of the international market. Through the effort in foreign trade, 
many products that were not exported have made their way into the 
international market and expanded export. Foreign trade has also achieved 
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heartening results in utilizing the two kinds of resources, one example 

of which is the use of import to support export. But the proportion of 
the export volume of such commodities in the total export volume of our 
province is still small. We must try hard to increase it. The proportion 
of the total value of purchase for export in the total industrial and 
agricultural output in our provirce is also small, and it also needs to 
be increased continually. Comrade Deng Xiaoping said in his “Selected 
Works”: “Stress product quality. It is a key policy to have quality first. 
This also includes variety and specifications.” Therefore, we still need 
to work hard to increase the quality of export products, increase colors 
and variety, improve packaging and further increase the competitiveness of 
export commodities. It should be said that we have just begun to utilize 
the two kinds of resources and to develop the two markets. It is hoped 
that foreign trade departments will charge forward in this area and give 
impetus to the entire national economy. 


Comrade Hu Ping said: Our economy must be built on a modern technological 
foundation. Besides doing research and tackling problems on our own, 

we must use common international standards and introduce advanced technology 
and equipment from abroad for our own use. This is a short cut to the four 
modernization program. We have already tasted initial benefit and we must 
continue to develop this “sweet undertaking.” Foreign trade should actively 
participate in the work of introducing technology and equipment and play 

its mediating and organizing role. 


Comrade Hu Ping commended the results of foreign trade departments to 
accumulating foreign exchange funds and promoting industrial and 
agricultural production in the past few years. He said, under sustained 
and depressing circumstances of the international market in the first half 
of this year, foreign trade plans were completed in fair conditions and 
the rate of progress of export was slightly higher than the national average. 
Although the actual result is lower than the same period last year, 
discounting the factors of price decrease and devaluation of the Hong Kong 
currency, the actual export volume increased 5.4 percent over the same 
period last year. It is hoped that foreign trade departments continue to 
play a key role in the entire national economy and work hard to initiate 

a new situation. 


The central topic for discussion in the 5-day work conference convened on 
july 26 by the provincial foreign trade head corporation was to implement 
the spirit of the plenary session of the provincial party committee, 
concentrate our energy to do well in all tasks and strive to complete 

the purchase and export plans for the entire year. After several days 

of intense discussion and study by representatives to the conference, 
they expressed with confidence that they must rouse the spirit and spare 
no effort to complete or surpass this year's foreign trade plans and to 
contribute to initiating a new situation for the work in foreign trade 

in our province. 
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FOREIGN TRADE 


TIANJIN ESTABLISHES MORE JOINT VENTURES 
Beijing XINHUA in English 0815 GMT 24 Oct 83 


[Text] Tianjin, 24 October (XINHUA)--Seven new joint ventures will be set 
up in Tianjin, China's third largest industrial «ity, according to the Munici- 
pal Committee of Foreign Economic Relations and Trade, 


Eight contracts, 4 agreements and 11 letters of intent were signed with for- 
eign and Hong Kong businessmen at a foreign trade and technology imports fair 
held here between 4 and 14 October. Further talks still continued. 


The new joint ventures include coprorations and factories for hotels, prawn 
breeding, chemical fabrics, steel pipe, printing, and raising mushrooms. 
They will be funded with investments from businessmen in Hong Kong, the 
United States and Japan. 


Construction of the new joint ventures is expected to promote the upgrading 
and expansion of Tianjin's industrial enterprises and foreign trade. 


Six joint ventures have been set up in Tianjin since 1979, “This form of 
cooperation is beneficial to both sides,” Vice-Mayor Li Lanqing said. “If 
we say that the past four years were an experimental period, we now can de- 
clare that the experiment was a success and has provided us with valuable 
experience for setting up more joint ventures." 


An official of the Committee of Foreign Economic Relations and Trade said 
Tianjin also intends to set up more joint ventures in its chemical, metallurgy, 
machine-building and electronics industries. 


Tianjin now has more than 4,300 industrial enterprises. Xingang (the new 


harbor) links the city with more than 150 countries. Tiarjin will develop 
an industrial zone at Tanggu for foreign investors to set up joint ventures. 


CSO: 4020/025 
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FOREIGN TRADE 


ACCOUNTING WORK IMPORTANT IN JOINT VENTURES 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING] in Chinese No 8, 20 Aug 83 
pp 16-18 


[Article by Jiang Gang [5592 1511]: "Strengthen the Accounting Work of 
Chinese-Foreign Joint Ventures”) 


[Text] With the development of economic business with foreigners, China is 
initiating a group of Chinese-foreign joint ventures within its borders. 
Correctly accounting for the revenues and expenditures and the results of 
running joint ventures is related to both the economic benefits of all 
aspects of joint ventures and the correct implementation of the policy of 
mutual benefits. In order to suit the present needs of utilizing foreign 
capital and quickly establishing and perfecting relevant economic legisla- 
tion, the Ministry of Finance printed and distributed “The Financial System 
of Chinese-Foreign Joint Ventures (trial draft),” and it was tried out in 
joint ventures. This system uses “Laws for Chinese-Foreign Joint Ventures," 
"Income Taxes for Chinese-Foreign Joint Ventures" and the implementation of 
detailed rules and regulations and other relevant laws and regulations as a 
basis, and detailed provisions were made for any problems in clauses that 
related to an aspect of accounting. Relevant accounting work will play an 
important role in the guidance of joint ventures from the time preparations 
are made for opening up until they disband and accounts are cleared. Joint 
ventures can be based on this system or on other relevant stipulations. 
They should proceed from the needs of the individual enterprise's manage- 
ment, and formulate specific measures for implementing and correctly launch- 
ing an enterprise's accounting work. Below I will discuss individual 
opinions concerning how the accounting work of joint ventures should be 
strengthened. 


I. We Must Comply With the Normal Policies of Accounting 


Joint ventures are enterprises which are set up according to China's needs, 
in which our nation owns shares of stock, which are administered by China, 
comply with China's government leadership, and which carry out joint manage- 
ment. The accounting work of joint ventures must comply with the laws, 
regulations, ordinances and relevant stipulations of the People's Republic 
of China. According to the system of accounting that is in effect within 
the country, in referring to international criteria for accounting and in 
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integrating the special characteristics of joint ventures, we should 
normally abide by the following principles of accounting in the accourcing 
work of joint ventures. 


1. Joint ventures should adopt a unified calendar system for the accounting 
year. The accounting year should, based on the Gregorian calendar, extend 
from 1 January to 31 December. 


2. Joint ventures should adopt the international standard double entry 
bookkeeping methods. 


3. All of the receipts, account books and report forms produced by joint 
ventures that are written in Chinese can also be written in Chinese- 
foreign alphabets. All accounting records must be registered based on 
economic business that actually transpired, procedures must be accomplished 
and their content must be complete, accurate and timely. 


+. In principle, RMB is used as the standard currency used by joint ven- 
tures in charging accounts. Joint ventures are judicial bodies set up 
within China's borders after being approved by the Chinese Government, and 
it the same time mostly RMB is used to settle accounts that occur daily in 
business involving revenues and expenditures. Therefore, in principle, RMB 
must be used as the unifying standard currency for charging accounts. for 
joint ventures that deal with foreign currency fairly often in business, 
after it has been decided by both sides through consultation, they can also 
use 4 certain type of foreign currency as the standard currency for charging 
accounts. For trans .cting business involving cash, bank deposits, and other 
currency, funds, debts and credits, earnings and expenses, when the actual 
currency received and paid out is not identical to the standard currency for 
charging accounts, then accounts must be charged according to the actual 
currency received and paid out. 


». Joint ventures must keep accounts based on the principle of accounting 
on the accrual base. 


6. The calculations of the earnings and expenses of joint ventures must be 
coordinated. All income and interrelated costs and expenses within a certain 
period of time must be registered into the accounts for that same time 
period. There must be no discrepancies. 


Joint ventures must make a clear distinction between capital debits and 
apital credits. Any expenditures used to increase fixed assets and 
invisible assets should be categorized as capital expenditures; any 
expenditures used to acquire earnings in a certain time period should be 
categorized as profit expenditures. 


fhe methods that joint ventures adopt in handling accounting work must 
it all times be identical. They should not be changed arbitrarily, they 
must have unified specifications for accounting data, they must be imple- 
ted at all times and be beneficial for comparative analysis. fFor 
instance, as soon as methods for computing depreciation, calculating costs, 
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sharing expenses, computing costs of existing stock and other methods are 
determined, they cannot be changed at will. Amyone who wishes to change 
them must explain the reasons in an accounting report. 


9. If a joint venture's methods for handling accounting work are different 
from the stipulations of the tax laws of the PRC, then when reporting income 
taxes, they must handle this according to the stipulations of the tax laws. 


[Il. Handle Well Accounting of Both Capital Input and Distribution of 
Profits 


The accounting of both capital investments and the distribution of profits 
is the key to the accounting work of joint ventures. Handling well capital 
input and profit distribution of this accounting work is extremely important 
in protecting the various interests of partners involved. 


The parties of a joint venture must, within a set time limit, invest capital 
according to the amount, ratio and form of the investment stipulated by a 
contract. Business accounting departments, according to the different 
methods used in different aspects, should charge accounts for the actual 
amount of the capital investment. Those who invest in cash, according to 
the amount deposited with the Bank of China and the amount of money and 
date of other bank letters approved by the Bank of China, their investment 
will be listed as a capital investment account in a bookeeping entry. They 
who invest in the form of buildings, mechanical equipment, goods and mate- 
rials and other investments in kind, and after every aspect is discussed 
and confirmed according to the stipulations of the contract, and according 
to an inspection of the total amount of money and the dates it was received 
that are listed in a detailed account, they will be listed in the account 
accordingly. Those who invest in the form of special technology, patent 
rights, their right to use sites and other invisible assets, and consider 
them to be investments, and according to both the total amount of money and 
the date discussed and agreed upon, will be listed in the accounts accord- 
ingly. In order to safeguard the rights and interests of all aspects of 
joint ventures, a test and verification must be carried out by a registered 
accountant who is approved by the Government of the PRC for every aspect of 
a joint venture's investments. According to international practice, those 
who have not handed over sufficient money by the contract deadline must be 
responsible for bearing overdue interest, and must take responsibility for 
compensating the enterprise for any other losses that it thereby caused. 
The overdue interest and reparations are turned over to the joint ventures. 


Joint ventures must correctly calculate costs. The enterprise's accounting 
department must enter into the accounts any expenses used for materials in 
the production process, for workers’ wages and other expenses according to 
the actual amount, and they must correctly calculate the costs for that 
period. Joint ventures, based on the special characteristics of their 
production, the varieties of their products and service targets, must 
correctly determine the methods that suit their own enteprise for deter- 
mining costs and distributing expenses. For expenses that are not listed 
as costs according to regulations, they must be dealt with according to the 
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relevant stipulations of the tax laws when income taxes are calculated and 
reported. 


Joint ventures must correctly calculate their profits on a monthly basis. 
In animal husbandry, aquatic breeding and in other businesses in which a 
monthly calculation of profits cannot be made, profits should at least be 
computed once at the end of the accounting year. Joint ventures’ total 
profits should include profits from selling products (and commodities), 
other business profits and the net profit from a favorable balance in the 
accounts outside of business. The total amount of profits reduces the 
income taxes they must pay, and after it is determined by the board of 
directors, according to the enterprise's rules and regulations, to deduct 
a difference of the proportion of reserve funds, bonuses for workers and 
welfare funds, and funds for the development of the enterprise that they 
must retain, this amount is the profit that the joint venture can 
distribute. The funds for special uses that enterprises save must be 
rationally utilized according to stipulations. When an enterprise suffers 
a loss, reserve funds can be used to cushion the loss. Workers’ bonuses 
and welfare funds can only be used for bonuses for workers and for the 
undertaking of the collective welfare of the people. Funds for improving 
businesses can be used to acquire fixed assets, to increase floating capi- 
tal and to increase the production management of enterprises. 


The profits chat the joint ventures distributed at the end of the previous 
year can be merged and distributed with those profits to be distributed 
during the present year. For any losses incurred during the present year, 
an enterprise must first give priority to using the profits distributed at 
the end of the previous year to make up for the losses. For that portion 
that is not made up, they can, according to “Income Tax Laws of Chinese- 
Foreign Joint Ventures” make it up using profits from the following year, 
and afterward calculate the total income tax that they must pay. if the 
profits from the following year are not sufficient to make up the deficit, 
then they can continue to make it up gradually throu,nmout the years: ‘ow- 
ever, this period at the longest must not exceed 5 years. When an enter- 
prise reports its income tax, they must handle it according to the stipu- 
lations of tax laws for making up losses. 


Joint ventures at the end of a fiscal year, based on the profits or losses 
of the previous fiscal year and based on the profits not yet distributed or 
the deficits not yet made up from the previous fiscal year, must draw up a 
plan for distributing profits, and after submitting it to the board of 
directors for discussion and approval, and based on charging accounts, it 
can be placed in the final accounts for the year. The joint ventures must 
invite an account registered with the PRC to tnspect and check the report 
forms of the final accounts of the fiscal year, issue a certificate, and 
then it will be valid. 


lil. Choosing and Distributing Auditors and Head Accountants 


Joint ventures are independent legal entities; their economic activity is 
an important policy issue. Thus, joint ventures must seek out a head 





accountant who is proficient in professional work, who is familiar with 
relevant policies, decrees and the finance-accounting system, and who 
possesses corresponding organizational capabilities. 


The head accountant of a joint venture must aid the president and the 
enterprise's leadership in finance and accounting work, organize and 
develop comprehensive economic accounting, and bring about a system of 
managerial responsibility. The plans for economic results in production, 
technology, management and investment should be investigated by the head 
accountant. An enterprise's plan for revenue and expenditures, its plan 
for extending credit, its accounting report and economic contracts must 
all be inspected and signed by the head accountant. An enterprise's 
projects involving large expenditures must be examined and verified by the 
head accountant. A head accountant must also organize and coordinate the 
formulation of supply, sales, workers' wages, technical measures, capital 
construction, revenues and expenditures, bank credit and other economic 
plans of each department and enterprise, and must also organize the rele- 
vant depar*ments and finance and accounting personnel to cevelop the 
analysis of economic activities, to raise reasunable proposals, to con- 
tinually tap potential for both increasing production and economizing, and 
improving the enterprise's economic results. 


Joint ventures of a fairly large scale must also provide auditors. They 
must assume responsibility for inspecting the accounts and relevant data 
and receipts of an enterprise and its subordinate branches. They must 
examine whether or not all revenues and expenditures of a business are 
reasonable, whether its procedures are complete and records accurate, 
whether or not it abides by the financial system and whether or not it 
realizes its anticipated economic results. Any problems discovered in the 
course of inspection must immediately be reported to the president or board 
of directors, and a suggestion should be made to remedy it. 


The running of a joint venture is new work. We must pay attention to 
earnestly summarizing our experiences in the accounting work of existing 
enterprises, and we must also use the experience of the advanced management 
of foreigners that is appropriate to China's national conditions, and cause 
accounting work to play a suitable role in promoting continually improving 
management and administration of joint ventures. 
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FOREIGN TRADE 


COMPETITION FOR EXPORTS HURTS STATE 
Beijing RENMIN RIBAO in Chinese 27 Aug 83 p 2 


[Report: “State Suffers from Price Reduction of Export Commodities in Sales 
Competition; Concerned Departments Should Zarnestly Study to Resolve This 
Problem” | 


[Text] China’s foreign trade management departments have recently surveyed 
the sales conditions of several export commodities in the Hong Kong and Macao 
market and found that some of our foreign trade units have overlapped in 

their management, competed among themselves in sales and created great losses. 


l. Manysided management, sales competition at low prices. Cotton is China's 
traditional export commodity in wide variety and large volume. Its price is 
highly sensitive. Previously there were only 6 ports which handled the 
exports but now the number has increased to 27. Yue to the rush to export, 
and as supply is greater than demand in the Hong Kong market and some units 
in China compete for export sales at low prices, prices have fallen 
drastically. The price of our grey dacron cloth has dropped 15 to 20 percent 
in the Hong Kong esrket. 


2. Freely increasing the commission and sales commission rate. Some foreign 
trade units do not merely compete for sales at low prices but also increase 
the sales commission for foreign traders, draw customers to their side and 
scramble for the market. The price of China's exported tron wire for the 
manufacturing of nails is 5.7 percent lower than the specified price and a 
sales commission of 3 percent is given. Normal export business is seriously 
affected because of the indiscriminate increase of the commission and sales 
commission rate. 


3. Drawing customers and scrambling for business agents. The prices of 
China’s ports differ and three price levels have appeared. In the Italian 
market, tea cloth exported by China has always been sold through an exclusive 
agent and conditions have been good. Recently this agent suddenly ceased to 
fulfill its contract because some customers had purchased Chinese goods from 
another agent at a 10 percent lower price. Another example is crepe 
embroidered clothing which some places in China sell to Hong Kong at a price 
15 to 34 percent lower than the normal export price. Some foreign trade 
corporations never managed the export business of silk embroidered clothing, 
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but now they accept customers and sell what is ordered so that Hong Kong 
traders can purchase at low prices. At present, there are 135 traders of 
silk-manufactured goods in Hong Kong of which merely 19 are special sales 
agents which have signed agreements with us. The others are unattached 
traders whose prices are 10 to 30 percent lower than our normal export price 
and thus damage the normal market channels of our export business. 


As early as 1954, the sale of large quantities of Zhejiang's hot pickled 
mustard tuber to Hong Kong caused a great reduction in price as supply far 
exceeded the overseas market needs. At that time, a central leading comrade 
pointed out: the export volume of hot pickled mustard tuber has increased 
twofold but foreign exchange earning has not increased by much. Why not eat 
{t ourselves rather than giving it away free in Hong Kong? After 30 years, 
the stupid things criticized at that time still frequently appear. 


Apart from the lack of investigation and study in our work and the ignorance 
of the overseas market, the causes of the conditions described above are also 
related to the defects of our current system. Domestic and foreign trade are 
separately managed and there is not enough coordination within our foreign 
trade. In order to compete for foreign exchange, some provinces and cities 
purchase at high prices domestically and compete for export sales at low 
prices, a fact which ultimately benefits foreign traders but causes losses 
for the state. In restructuring the system, concerned units should earnestly 
study and resolve these problems. We must never again repeat the stupid 
things that have been criticized in the past. 


9GRS 
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FOREIGN TRADE 


SHANGHAI'S SPECIFIED EXPORT FACTORIES ACHIEVE TANGIBLE RESULTS 
Shanghai JIEFANG RIBAO in Chinese 15 Aug 83 p 1 


[Report by Lin Zitong [2651 1311 66391: “A Vital New Force That Pushes 
Its Way Into the World Market--Shanghai's Specified Factories for Export 
Commodities Drastically Increase Foreign Exchange Earnings--30 Are 
Constructing 65,000 Square Meters of Factory Space and Outfitting 2,500 
Pier.s and Sets of Machinery, Further Expanding Production Capacity” ] 


[Text] Since the 3d Plenary Session of the llth CPC Central Committee, 
foreign trade and concerned industrial departments in Shanghai have 
successfully built specified factories for export commodities. This is 

a new way to develop foreign sales by combining industry and trade. It has 
not been long since these specified export factories were built but they 
have already greatly increased foreign exchange income for the state. 


Forty-eight specified factories for export commodities have been built 
successively in the trades of silk clothmaking, printing and dyeing, wool 
spinning and knitting. Due to the combination of production and sales, 

the export goods produced are marketable and are well received in the world 
market. The foreign exchange income from export has greatly increased and 
benefitted both industry and trade. The results are tangible. 


With the support of foreign trade and concerned departments, these specified 
export factories are able to obtain overseas information quickly, benefitting 
production arrangement and technological reform. The municipal foreign trade 
bureau has organized production technicians of export factories to attend and 
study the commodity market at the Guangzhou trade fair for over 170 person- 
times. In the business consultation office of the trade fair, representatives 
of the specified factories and foreign sales personnel of foreign trade and 
export corporations held direct business talks with foreign traders to achieve 
an understanding of foreign sales conditions of the products of the factories 
in concern, which was highly advantageous to increasing competitiveness of 
export goods. During the period of the export commodity trade fair this 
spring, representatives of 20 specified factories sent by our municipality 
learned a great deal of new information by listening to leaders of trade 
groups who spoke on the conditions of the international market and by their 
direct contact with foreign traders. For instance, the household bedspread 
has been replaced by printed nylon warp-knitted fabric; export bed sheets 
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with Chinese specifications are no longer marketable in Europe, America and 
Japan where customers need Western style bed sheets and where supply of goods 
must be in complete sets; the greater the variety of dyed cloth and cotton 
print categortles the more they are liked. Such first-hand information serves 
well as a guide to the improvement of product design and the study of “making 
success with what is new.” In recent years, the municipal foreign trade 
bureau has also organized four investigative groups representing silk cloth, 
knitwear, wool spinning and dyeing and printing to visit West Germany, 

Great Britain, France, Italy and Japan and to make local investigation of 
technology, equipment, product popularity and trends. This has widened our 
field of vision and promoted technological reform. After the knitwear group 
returned to China, the specified knitwear factories with the support of 
concerned departments succeeded in their research on acrylic fiber staple 
electrostatic flocking. As a result of flocking, children's clothing is 
gorgeous in color, does not lose color or flannel and is well received by 
customers. 


The new products of these specified export factories outnumber those of 
factories in general. Overseas customers used to feel that Shanghai's cotton 
textile goods were too stale in appearance and that there were too many 
popular goods of dependable quality but lacking In new variety. After the 
specified factories were built, various factories set up product research 
offices, substantiated and strengthened the capacity for product design so 
that new products continuously appear. For example, the new products of 
which production began in 1982 at the Shanghai No 3 Printing and Dyeing 
Plant and amounted to more than 10 million meters, or 12 percent of the 
total output, sult the needs of expanding foreign sales. Fach year there 
are % to 10 different new patterns at the Shanghal Yarn-dyed Fabric Tea 
Cloth Mill. Consequently export products look different all the time, 

are a feast for the eyes, stabilize export sales and increase the 
competitiveness of China's tea cloth and wiping cloth in the international 
market so that foreign sales of products have expanded to 40 to 50 countries 
and regions. 


After these specified export factories were established, the pace of 
technological transformation has also been hastened. The quality requirements 
for their products are high and existing equipment cannot meet these 
requirements. It is necessary to fill the gaps in equipment and introduce 

new ones, $0 they have recetved preferential arrangements from foreign trade, 
financial, banking and other concerned quarters. Among the 48 specified 
export factories, 30 have received credit for export industrial goods, 
short-term foreign exchange credit and credit for technological measures 

to build 65,000 square meters of factory space and to equip themselves with 
2,900 pleces and sets of machinery. 


These specified export factories are also good at small-batch processes 
which sult the need to expand into the foreign market. Staff members of 

the specified factories understand that although it costs more labor time 
and sometimes it consumes more raw materials to produce small-batch products 
whose quantities are less than those that enter into production in general, 
the export of small batches often opens up 4 sales market and opens the road 
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for the export of large batches. Consequently, they do not neglect 
smalli-batch processes in any way but treat them in earnest and do their 

best tn s@al!l-batch delivery, satisfying the customers very well. They say: 
“We are terrified at ainiaua orders of several tens of thousands of yards 
because we merchants cannot possib'y demand people in a city to wear clothes 
with the same pattern. If you lower the sinitaum order, we will have even 
greater confidence in the business.” 


Recently, after the State Council approved the widening of Shanghai's self- 
deteraination right in foreign trade, gany industrial departe@ents have sade 
tentative proposals to expand specified export factories so that export 
commodities from the Shanghal port have been able to obtain even more rapid 
results in making their way into the foreign market. 
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FOREIGN TRADE 


BRIEFS 


GUANGDONG SHENZHEN INDUSTRIAL AREA--4 new industrial area--the Shangbu 
industrial area--with electronics industry, light industry, and food industry 
as the main trades, is taking shape in the Shenzhen special economic zone. 

The Shangbu industrial area is the third industrial area, following the build- 
ing of the Shekou and Shahe industrial areas. The Shangbu industrial area 
covers 1.4 kilometers. The Shenzhen City Industrial Development Service 
Company has been responsible for the exploitation of the Shangbu industrial 
area. [Summary] [HK271510 Guangzhou Guangdong Provincial Service in Mandarin 
1100 GMT 21 Oct 83] 
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LABOR AND WACES 


SALIENT FEATURES OF TRADE UNIONS EXECUTIVE COMMITTEE 
OW271317 Beijing XINHUA in English 1240 GMT 27 Oct 83 


["“Commentary: New Union Federation Executive Committee: Younger, More 
Experts"--XINHUA headline] 


[Text] Beijing, 27 Oct (XINHUA)--Thirty-six educators, engineers, doctors 
and other experts were elected members or alternate members of the 10th 
Executive Committee of the All-China Federation of Irade Unions otday. 


Included are Cai Shixiong, assistant research fellow and labor protection 
expert at the Chinese Academy of Medical Sciences; Chen Shaoping, an expert 
in labor and wages and bureau director of the Ministry of Labor and Personnel; 
Pu Tongxiu, vice-chairman of the National Committee in charge of workers’ 
training; law expert Guan Huai, associate professor at the Chinese People's 
University and member of the Legal Advisory Committee to the All-China 
Federation of Trade Unions; philosopher Ru Xin, vice-president of the 
Chinese Academy of Social Sciences; and Associate Professor Li Yanjie of 
ethics at Beijing Teachers’ College. Li Yanjie is well-known among younger 
workers for his lectures on ethics, according to a spokesman for the All- 
China Federation o:1 Trade Unions. 


These experts are expected to help the newly-elected Executive Committee 

to better serve the needs of workers and voice their opinions, the Union 
Federation spokesman said. The Executive Committee will be able to provide 
more effective guidance to union locals in their work to provide political 
and ideological education and technical training of workers. 


Of the committee's 241 members and 83 alternates, 122 have received higher 
education, accounting for over one-third of the total. None of the previous 
committees had so large a proportion of college graduates, said the spokesman, 
and nor did they have so many people with high academic qualifications. 


The election of the new Executive Committee was carried out in line with 
the current policy of ensuring that intellectuals play a more decisive role 
in China's modernization. Trade union organizations are being established 
or restored in research institutes, hospitals, schools and government 
ministries. 
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Union organizations have been set up in the Chinese Academy of Sciences, 

the Chinese Academy of Agricultural Sciences, the Chinese Academy of Medical 
Sciences and the Chinese Academy of Railway Engineering, the spokesman 
added. Unions are to be set up at research and designing institutes under 
a number of ministries and commissions. 


Other salient features of the new Executive Committee: 


--The average age of its members and alternates is 45.2 years, 7.3 years 
younger than their counterparts on the ninth Executive Committee elected 
in 1978. 


Twenty-four of them are 60 or over, compared with more than 100 on the 
previous committee which had 278 members and alternate members. 


--Over 25 percent of the members and alternates on the new Executive Committee 
are non-communists, while there were only six on the previous committee, 
about 2 percent of the membership. 


--Ninety-four members and alternate members of the new Executive Committee 
are women, accounting for 29 percent; there were 44 women on the previous 
committee, 15.8 percent. 


--~Forty-two members and alternates are minority people from 17 nationalities, 
while the previous committee had 16 minority nationality members and 
alternates, of 11 nationalities. 


lhese figures indicate that in the election of the new committee, work was 
done in real earnest to immlement the policy of setting up leading bodies 
consisting of people who are more revolutionized, younger and have more 
expertise, the spokesman said. The new committee shows that trade unions, 
as mass organizations under the leadership of the Communist Party, are now 
more widely representative. As the leading body of Chinese Trade Unions, 
the new Executive Committee will be able to better serve the needs of all 
the workers and protect their rights and interests, the spokesman said. 


CSO: 4020/023 
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LABOR AND WAGES 


RETIRED WORKERS INCREASE IN NUMBER 
0W290346 Beijing XINHUA in English 0205 GMT 29 Oct 83 


[Text] Beijing, 29 Oct (XINHUA)--A 69-year old model worker and technical 
innovator has since his retirement early this year visited 150 medium-sized 
and small enterprises in Heilongjiang Province, northeast China, to help 
solve knotty problems. 


Attending the 10th National Trade Union Congress, Su Guangming, a worker- 
engineer, is director of the provincial Technical Cooperacion Committee. 

Not long ago, he led a group of technicians in helping a pottery kiln upgrade 
its equipment and improve the moulds. The kiln, which was running at heavy 
losses, began to make profit 2 months later. 


"My ability is limited. By pooling our efforts, we workers can accorplish 
difficult jobs," Su said. With his children and grandchildren, Su lives 
on the bank of the Songhua River in Harbin City. 


The number of retired workers and staff members in China was risen to 
11.13 million, up from 7 million in 1980. Many, like Su Guangming, give 
technical guidance, help train young workers and make innovations after 
retirement. Others take up new activities such as helping maintain traffic 
order, mediating family quarrels and telling stories to neighborhood 
youngsters. Others stay at home, growing flowers, keeping pet birds and 
taking care of grandchildren. 


In Shanghai, China's largest industrial center, about 2,600 retired workers 
wearing red armbands have volunteered to help the police direct traffic 
each day. There are now about 1 million retirees in the city. 


In the northeast China city of Harbin, more than 6,600 retired workers and 
staff now work on neighborhood committees, of them 390 become mediators, 
resolving family quarrels and disputes among their neighbors. 


Liaoning Province in northeast China has established 2,300 committees to 
take care of 900,000 retired workers and staff members, not only their 
material conditions but also recreational activities. More than 1/70 recrea- 
tional centers have been founded for the elderly. The committees also 
organize them to go sightseeing and attend films and play chess. 
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Because the sense of family is strong in China, most retired workers like 
to live with their children and grandchildren. Those who have no children 
may stay in government old folks’ homes built in industrial centers and 
mining and lumber areas. 


Others live in housing belonging to enterprises and are cared for by trade 
union cadres. Neighborhood committees also take care of some elderly 
people living in their own houses. 


According to the All-china Federation of Trade Unions, the government 
appropriated 7.3 billion yuan (about U.S.$3.65 billion) for pensions last 
year, an average of 64.5 yuan a month for each retired person. 


Under Chinese labor insurance regulations, women industrial workers may 
retire at 50 and women office workers at 55 while men may retire at 60. 
Those who work in coal mines or other occupations which expose them to high 
temperatures and involve intensive labor can retire 5 years earlier. 


Under the regulations, the retirees draw a monthly pension of 70 to 
80 percent of their former wages from their work units, depending on the 
length of their service. They also continue to receive free medical care. 
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TRANSPORTATION 


SHANGHAI MODERNIZES SHIPBUILDING PRACTICES 
0W251305 Beijing XINHUA in English 1158 GMT 25 Oct 83 


[Text] Beijing, 25 Oct (XINHUA)--Shanghai is stepping up cooperation with 
foreign shipbuilders and adopcing international standards to update products, 
sand Cheng Wang, chairman of the Board of Directors of the Shanghai Ship- 
building Corporation. 


He told the ongoing “Marintec China ‘83 and Marintec Offshore China" seminar 
that since 1979 China has purchased licenses for production of well-known 
and commonly used marine equipment and machines. Through cooperation with 
foreign firms, over the past 2 years Cheng said, the shipyard has been able 
to produce major marine machinery including diesel engines, auxiliary parts 
for diesel power generators and deck equipment recognized by major inter- 
national shipping registers. 


The seminar opened on 21 October. 


Shanghai has six big and medium-sized shipyards, plus marine equipment 
manufacturers, ship design institutes and ship building research institutes. 
They are able to design and build ships and marine engineering structures 
as well as offshore oil drilling and production platforms. 


Over the past 2 years, Cheng Wang said, Shanghai has designed and built 
seven categories of ships in nearly 20 varieties. Photos of the ships are 
displayed at the "Marintec China ‘83 and Marintec Offshore China” seminar. 


He told participants at the seminar that Shanghai shipbuilders have worked 
with Japan's Osaka Shipyard, Malerform Company of the Federal Republic of 
Germany and Mitsubishi Heavy Industries of Japan, in building ships, including 
a 3%,000-ton bulk carrier, a 12, 300-ton container ship and a 27,000-ton bulk 
carrier. The foreign companies provided designs or technical guidance. 


Shanghai will expand such cooperation in building ships for foreign buyers, 


Cheng Wang said. Steps will be taken to expedite adopting international 
standards, he added. 
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TRANSPORTATION 


INTERNATIONAL MARITIME SEMINAR OPENS IN SHANCHAI 
OW212354 Beijing XINHUA in English 1638 GMT 21 Oct 83 


[Text] Shanghai, 21 Oct (XINHUA)--An international maritime technical 
exhibition and seminar, named “Marintec China ‘83 and Marintec Offshore 
China,” opened in Shanghai today. 


The opening ceremony was attended by about 1,000 experts, entrepreneurs 
and well-known figures in the fields of maritime shipping, shipbuilding, 
harbor construction and offshore oil exploitation from 23 countries and 
regions. 


One hundred and ninety-one firms from 18 countries and regions take part 

in the exhibition which occupies an area of 8,000 square meters. On display 
are ship equipment, propulsion devices, harbor dredging and cargo loading 
and unloading equipment, offshore engineering devices and ship maintenance 
equipment, as well as commodities with detailed explanations and illustra- 
tions. The participants will hold business talks and make transactions. 


Eighty-nine technical papers will be read at the seminar and discussions 

will be held covering such topics as shipbuilding technology, harbor planning 
and designing, propulsion systems, development of offshore resources and 
cargo handling. 


Yesterday the Shanghai Municipal People's Government gave a dinner in honor 
of the participants. 


The exhibition and seminar will run through 27 October. 
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TRANSPORTATION 


BRIEFS 


SINGAPORE-ORDERED SHIP--Shanghai, 29 Oct (XINHUA)--"Neptune Jasper,” a 
12,800 dwt [penny weight] container ship was launched at the famous Jiang 
Nan Shipyard in Shanghai today. The highly-automatic ship was the first 

of its type ordered by the Neptune Orient Lines Limited of Singapore. It 
is also China's first container ship to export to Southeast Asia. “Neptune 
jasper” is 161 meters long, 25 meters wide and 13.2 meters deep. It can 
carry 700 standard-sized containers, and can sail to any major port in 
Asia, Europe and America without refueling. Li Zhaoji, vice-mayor of 
Shanghai, Chai Shufan, chairman of the Board of Directors of the China State 
Shipbuilding Corporation, and Lua Cheng Eng, managing director of Neptune 
Orient Lines Ltd. of Singapore attended today's naming and launching 
ceremony. [Text] [0W291930 Beijing XINHUA in English 1429 GMT 29 Oct 83) 
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GENERAL 


JINGJI GUANLI ON BUILDING CHINESE-TYPE SOCIALISM 
HKO41040 Beijing JINGJI GUANLI in Chinese No 10, 5 Oct 83 pp 2-7 


[Article by Zhou Shulian [0719 0647 5571]: “Restructuring the Economic Mech- 
anism and Building Socialism With Chinese Features--Understanding ‘Selected 
Works of Deng Xiaoping'"] 


[Text] The restructuring of the economic mechanism represents a major work 
that has to be done well for a long period to come, as well as an important 
guarantee for persisting in the socialist road and concentrating our efforts 
on promoting the modernization program. In order to be able to restructure 
the economic mechanism step-by-step and resolutely, it is imperative that we 
profoundly understand the necessity, urgency, and arduous nature of this work. 
The study of the "Selected Works of Deng Xiaoping” will help us correctly 
understand these questions. The following are my understandings of this 
study. 


Socialist System Is Superior but It Has To Be Further Perfected 


The original economic mechanism of China was formed in the 1950's on the basis 
of the model of the Soviet economic mechanism. This mechanism has its own 
advantages and has played positive roles in history. But it has serious de- 
fects that have hindered us from fully displaying the advantages of the 
socialist system. We followed the related measures in the past to restructure 
this economic mechanism but we have experienced more failures than successes 
because we failed to grip and resolve problems. However, over the past few 
years, we have made considerable achievements in restructuring our economic 
mechanism and the reason for these achievements is that we have acquired a 
deeper understanding of this mechanism and hit the nail on the head. Comrade 
Deng Xiaoping made profound analyses of the problems of the economic mechan- 
ism of our country in a series of articles and speeches that have displayed 
positive roles in unifying the ideology of the whole CPC and the masses of 

the people and in raising their consciousness and sense of urgency in re- 
structuring the economic mechanism. 


What are the defects of our traditional economic mechanism? It is very im- 
portant for us to understand this question. In "Selected Works of Deng 
Xiaoping" we can find a number of articles that have explicitly analyzed the 
defects of our economic mechanism before it is restructured: 
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l. Excessive centralization of powers. Based on the necessity for displaying 
high economic democracy, Comrade Deng Xiaoping pointed out that the powers of 
our economic mechanism was excessively centralized. He therefore suggested 
handing down powers boldly and in a planned way so that localities, enter- 
prises, and production teams will be entrusted with more decisionmaking powers. 
He said: "Our leading organs at various levels have been in charge of many 
things that should not be put under their management and that are beyord their 
ability to manage.” He said: "Nobody has such magical power as to be able to 
do a good job in such arduous works that are so strange to him.” ("Selected 
dorks of Deng Xiaoping,” p 288) He stressed: "The most urgent task at present 
is to expand the decisionmaking powers of factories, mines, enterprises, and 
production teams so that all factory and production teams are willing to spare 
no efforts to display their creativity.” (ibid, pp 135-136) 


2. No stringent responsibility system. He is of the opinion that one of the 
most serious problems is that nobody is being held responsible. Although 
there existed the so-called collective leadership, in fact nobody is respon- 
Sible. "Following the assignment of work, nobody will care whether this work 
has been carried out and what is the result of this work." “Any task and any 
construction project must be coupled with various fixed systems such as fixed 
task, fixed number of staff, fixed quantity, fixed quality, and fixed time.” 
(ibid, p 141) 


3. The principle of more labor, more gain and material interest has been 
violated. In particular, because of the fake socialism that was advocated by 
the “gang of four" and which was characterized by common poverty, equalitar- 
ianism was once rampant. Directed against this situation, Comrade Deng 
Xiaoping said: “Revolution happens on the basis of material interest; if we 
just talk about the spirit of self-sacrifice without paying attention to 
material interest, we are advocating idealism. It may be all right not to pay 
attention to the principle of more labor and more gain and the principle of 
material interest for a few advanced elements, and it may also be all right 
for the broad masses of people for a certain period, but it will not do for a 
long time.” (ibid, p 136) 


4. There is no guarantee for democratic rights of worker and peasant indi- 
viduals. He said that without democracy there will be neither socialism nor 
a socialist modernization program. Therefore it is imperative to guarantee 
the democratic rights of worker and peasant individuals, including democratic 
election, democratic management, and democratic supervision. “All workshop 
directors, leaders of production teams, and workers and peasants must be re- 
sponsible for and spare no effort to promote production.” (ibid, p 136) 


5. Incomplete legal system. This situation also represents a major problem 
in the original economic mechanism {fn China. Deng Xiaoping said: "Now the 
Situation is that the laws are far from being complete and many have yet to be 
defined. It is often that what is spoken by leading members is regarded as 
‘laws’ and those who oppose such laws are labelled as ‘violating the laws,’ 
and so when the words spoken by leading members are changed, the ‘laws’ will 
also change." (ibid, p 136) 





6. Serious bureaucratism. Bureaucratism is shown in many aspects, such as 
over-staffed organizations, duplication in administrative levels, complicated 
procedures, low efficiency, and empty political words. Such bureaucratism 

has developed to such an extent that "it can no longer be tolerated" and 
“bureaucratism is closely related with highly centralized management system." 
(ibid, pp 267-288) “In order to carry out the modernization program and 

change the socialist economy in an overall way into the technical founda- 

tion for mass production, we cannot but get rid of this hazard.” (ibid, p 140) 


/. Do not pay attention to improving economic management and economic ef- 
ficiency. He pinpointed that because of the excessive centralization of 
powers, the original economic management system “is not in the interest of 
mobilizing the initiative of state, localities, enterprises, and workers, 
nor is it in the interest of bringing about modern economic management and 
improving labor productivity." (ibid, p 135) 

4. The socialist system has been hindered from developing its advantages. 
Comrade veng Xiaoping said: “There are a number of defects in some of the 
current party and state systems and they have seriously hindered the social- 
ist system from displaying its advantages.” (ibid, p 287) He pointed out that 
the various mistakes in the past were related to the thinking of some leaders, 
but the more important reasons are the problems in the organizational system 
and work system" and the problems of these systems are sc serious that they 
may change the nature of the party and state. Therefore the whole party must 
pay particular attention to these problems.” “If we do not take resolute 
measures to reform the defects of the current systems, the serious problems 
that happened in the past may happén again in the future.” (ibid, p 293) 
These analyses are also applicable to economic mechanism. 


According to the above-mentioned analyses, Comrade Deng Xiaoping said: "In 
the past, we did not take the necessary me..csures to restructure systems in 
time and if we do not taxe measures now, our socialist modernization program 
and socialist cause will be buried.” (ibid, p 140) These words are not ex- 
aggerated to scare people; they are fully based on scientific foundation. 


it must be stressed here that thé purpose of our restructuring of the economic 
mechanism is io perfect the socialist system. The socialist system is based 
on public ownership of the means of production; it implements planned economy, 
along with the principle of cistribution according to labor. It has elimin- 
ated the exploitation system and has overcome the antagonistic contradictions 
that the capitalist system cannot get rid of. Therefore, the socialist sys- 
tem has opened up an unprecedentedly wide prospect for rapidly developing 
productivity and consequently it has tremendous advantages. In the past, we 
were not able to fully display the advantages of the socialist system because 
of “leftist” wrong guiding ideology and the defects of various systems. Our 
surpose in correcting “leftist” guiding ideology and restructuring economic 
mechanism and other systems is to perfect the socialist system so that it 


will be able to further display its advantages. 


The restructuring of economic mechanism also represents a revolution. Comrade 
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leng Alaoping said: Streamlining organizations means a revolution. i 





course, the target of this revolution are not men but systems.” (ibid, pp 35l- 
352) A number of new situations and new problems will crop up during re- 
structuring. “In particular, there will be no plain sailing in reforming 

the relations of production and superstructure because the reform of these 
aspects involves many aspects and the interest of many people. No doubt 

there will occur complicated situations and problems and there will be many 
obstacles." (ibid, p 142) Therefore it is imperative for us to make full 
ideological preparation and fully estimate the arduc«sness and complexity 

of this reform so that we will be able to carry out this work more resolutely 
and in a planned way. 


Aithough the restructuring of economic mechanism is a revolution, this revolu- 
tion is different in nature with the revolution launched under the capitalist 
system. The revolution under the capitalist system is aimed at overthrowing 
the rule of the bourgeoisie and eliminating the capitalist exploitation sys- 
tem. Our restructuring of economic mechanism represents self-perfecting 

under the socialist system. This work is carried out under the leadership of 
the CPC and state, under the guidance of Marxism and in the situation in which 
under the socialist system, the basic interest of the broad masses of people 
is unanimous and the restructuring itself represents the basic and long-range 
interest of the whole nation. Therefore this task of self-perfecting under 
the socialist system will no doubt be completed and consequently we will be 
confident and resolute in restructuring our economic mechanism. 


The Restructuring Must Be in the Interest of Realizing Modernization Program 
and Building Socialism With Chinese Features 


Comrade Deng Xiaoping has not only analyzed the problems in restructuring 
economic mechanism but also pointed out that the restructuring is aimed at 
promoting modernization and that it must be in the interest of realizing 
modernization and the building of socialism with Chinese features. 


Comrade Deng Xiaoping pointed out tasks for reforming by realizing the social- 
ist modernization program. He said: "In order to realize effectively the 
modernization program, conscientious measures must be taken to solve various 
problems in economic mechanism." (ibid, p 147) The reforms of systems “must 
be followed by the development of the socialist modernization program through- 
out the society.” (ibid, p 358) The restructuring of economic mechanism 
should become “a most important guarantee for the realization of the moderni- 
zation program.” (ibid, p 372) 


Durir? the implementation of reforms we often face certain problems and 

under this situation, it is very important to determine what criterion to 

test the results of the reforms. The above analyses made by Comrade Deng 
Xiaoping provide a scientitic answer to this question. He said that the re- 
form ot the CPC and state leading systems and other systems is aimed at en- 
abling the socialist system to fully display its advantages and promote the 
development of modernizaticn programs. In order to fully display the ad- 
vantages of the socialist system, it is necessary for us at the present stage 
and for a long period to come to spare no effort to meet the needs of the 
following three aspects: 1) Economically, it is imperative to rapidly develop 





social productivity and gradually improve people's material and cultural life; 
2) politically, it is imperative to fully develop people's democracy so as to 
guarantee that all people will be able to truly enjoy the rights of managing 
the country through various effective forms, mobilize the initiative of the 
people, and consolidate and develop the political situation that is character- 
ized by unity, stability, and vitality; and 3) organizationally, it is neces- 
sary to train, discover, promote, and employ a great number of persons who up- 
hold the four basic principles, who are younger, and who have acquired 
specialized knowledge, so that they will be able to make contributions to the 
realization of the modernization program. “Whether the various party and 
government systems are good and perfect must be tested in such a way to deter- 
mine whether they are in the interest of these three areas.” (ibid, pp 242- 
283) 


Courade Deng Xiaoping is of the opinion that enormous tasks are required to 
build a modern and powerful socialist country. “But in the final analysis, 
we must have economic construction as the center.” "All other tasks must be 
subordinate to this center and be carried out around it, and it should in no 
way be interfered with or bothered." (ibid, p 214) That is to say, the 
restructuring of economic mechanism must be subordinate to economic construc- 
tion and it must be carried out arounc this construction and be in its inter- 
est. 


\s the purpose of restructuring economic mechanism is to enable us to ef- 
fectively carry out the modernization program, the restructuring involves the 
question of how to realize the modernization program. How should China carry 
out its modernization program? According to the views of Comrade Deng 
Ziaoping, in order to realize the modernization program with Chinese features, 
it is imperative to carry out this program according to the specific condi- 
tions of the country. He said: "When we were launching democratic revolution 
in the past, we did it according to the specific conditions of the country and 
took the road of encircling cities with rural areas as pointed by Comrade Mao 


Zedong. And now, in carrying out construction, we must also do this work in 

i way that it will be in line with the conditions of the country so as to be 

ihle to take the road of the modernization with Chinese features.” (ibid, 
149) He said: “Integrate the universal truth of Marxism with the specific 


conditions of China, take our own road, and build socialism with Chinese 
features; all these represent our basic conclusion based on our experiences 
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gained during the long historical period. (ibid, p 372) 
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Comrade Deng Xiaoping's advocacy of building socialism with Chinese feature 


has fully demonstrated his outstanding view and courage as a proletarlian 
tionary. Engels said: "The whole world outlook of Marx is not a dogt 
nethod. This world outlook does not provide dogmatism but a starting 
for making further study and a method that is to be used in the study.” 
lected Works of Marx and Engels,” Vol 39, p 40) Lenin said: "We must 

in no way consider Marxist theory as being stagnant, sacred, or inviolable.’ 


, , ’ ‘ ' ’ - ae 
Marxist theory provides a general guiding principle ard, concretely spear 


ing, the use of this principle in Britain is different from the way it i 
used in France, in France it is different from in Germany, and in Germany 


is different from in Kussia. (“Selected Works of Lenin, 4Ol |, Pp 203) 





Provided that we can integrate the universal truth of Marxism with the specific 
conditions of our country, we will be able to fulfill the tasks of carrying out 
modernization programs with greater, faster, better, and more economical re- 
sults. 


build Socialist Economic Mechanism With Chinese Features Through Restructuring 


Socialism with Chinese features includes many things, and one of these is to 
build socialist economic mechanism with Chinese features. Our purpose is to 
build socialist economic mechanism through restructuring, and this mechanism 
should have the nature of socialism, coupled with Chinese features. 


Socialist nature refers to basic features of socialist economy such as public 
ownership of the means of production that are in predominating position, 
persistence in planned economy, implementation of the principle of distri- 
bution according to labor, and the introduction of economic democracy. Com- 
rade Deng Xiaoping said: "It is necessary to draw a demarcation line between 
socialism and feudalism and we will not allow opposition against socialism 
under the pretext of opposing feudalism, nor will we allow the restoration of 
feudalism to get in the way of peddling fake socialism as was practiced by 
the "gang of four.” ("Selected Works of Deng Xiaoping,” p 295) He also said: 
“We must in no way slacken our effort and neglect criticism against 
bourgeoisie ideology and petty bourgeoisie ideology as well as against ultra- 
individualism and anarchism.” (ibid, p 296) “There siould be neither 
bourgeoisie liberalism nor anarchism." (ibid, p 347) It is only in this 

way that we will be able to persist on the socialist road. 


Chinese features mean finding a suitable and proper form by proceeding from 
the specific conditions of the country in the process of getting in line with 
the development of public ownership of the means of production, persisting in 
planned economy, implementing the principle of distribution according to 
labor, and introducing economic democracy. 


What is the socialist economic mechanism with Chinese features? As has been 
referred to by Comrade Deng Xiaoping, this question is for comrades who are 
doing actual work and theoretical study work. Arcording to a series on the 
important guiding ideology that has been put forth by Comrade Deng Xiaoping 
about reform work, and according to the experiences that have been gained 
over the past few years in experimenting reform work and in preliminary re- 
form, it can now be imagined that the socialist economic mechanism with 
Chinese features will have the following characteristics: 


1. About the structure of ownership. Under the leadership of state economy, 
various economic and management forms will simultaneously exist for a long 
time to come and this situation is determined by the situation in which there 
exists productivity at various levels. In order to accord with the needs of 
socialized mass production, we must fully display the advantages of state 
economy and consolidate the position of this economy. At the same time, 
various economic and management forms must be allowed to exist. Comrade Deng 
Xiaoping said: ‘ Following the relaxation of rural policy, the system of con- 
tracting produccion responsibility system to households has been introduced in 





the places where this system is applicable and these places have achieved 
very good results by rapidly improving their situations." (ibid, p 275) 

He said: “It is necessary to continue to tap new resources and this work 
must mainly be carried out through various forms of collective and individual 
laborers so as to provide as many employment for those who are waiting for 
jobs. It is necessary to guarantee the rational interest of collective and 
individual laborers and strengthen management over industry and commerce so 
as to curb illegal activities." (ibid, p 322) 


2. With regard to the relationship between planning and market, it is neces- 
sary to persist in the principle of planned economy as the main and regula- 
tion through market mechanism as the supplement. Comrade Deng Xiaoping long 
ago considered the question of the "road that is in line with the specific 
conditions of China and that is faster and more economical" an important 
aspect for developing the economy. (ibid, p 210-211) 


3. In the relationship between central government and localities, there 
should be a certain division of powers. Comrade Deng Xiaoping said: "There 
are so many provinces, municipalities, and autonomous regions in China and 
the acreage of a medium-size province in our country is equivalent to a big 
country in Europe. Therefore it is necessary for us to have unified under- 
standing, unified planning, unified policy, unified command, and unified ac- 
tion and entrust these provinces, municipalities, and autonomous regions with 
more decisionmaking powers in such areas as economic planning, finance, and 
foreign trade." (ibid, p 135) 


4. With regard to the relationship between the state and enterprises, it is 

necessary that the latter be more autonomous in business management. But at 

the same time, it is also necessary to prevent people from distorting and 

arbitrarily using powers. He pointed out that the autonomy of enterprises 

must be expanded and responsibility system must be implemented strictly so 
that all enterprises will display their creativity. He said that while és 
enterprises “have created more wealth, individuals must also have more in- 

come, and consequently, collective welfare must be improved." (ibid, p 136) 

But he also said: "It is imperative tc prevent blindness in this area and 

particularly to prevent the destructive spontaneous tendency of giving sole 

consideration to departmental and individual interest and infringing upon 

the interest of the state and people. So it is necessary to define the related 

laws in detail so as to prevent the powers from being distorted and used 

arbitrarily." (ibid, p 322) 


5. With regard to distribution, it is imperative to persist in th prin- 
ciple of distribution according to work and prevent the tendency of "every- 
thing for money." Comrade Deng Xiaoping said: "We advocated the principle of 
distribution according to work and introduced spiritual and material awards 
for individuals and units that have made outstanding contributions; we also 
advocated that certain people and places may become rich earlier than others ‘ 
because they have gained more from their more labor. This policy must in no 
way be changed. But at the same time we must be aware of a tendency in which 
certain persons and units only pay attention to gaining more benefit, disre- 
garding other units and even the interest of the whole country and discipline.” 
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(ibid, p 222) He also said that the purpose of advocating the principle of 
distribution according to work and acknowledging material interest is to en- 
courage all people to work hard for material interests. He pointed out that 
we must in no way encourage individuals to work hard for their own material 
interest at the expense of the interest of the state, collective, and in- 
dividuals, nor will we encourage them to consider nothing but “money.” 
Otherwise, what is the difference between socialism and capitalism? In 
socialist society, the interest of the state, collective, and individuals is 
basically unanimous and if there is a contradiction, the interest of in- 
dividuals must be subordinate to the interest of the state and collective. 
(ibid, p 297) 


6. With regard to management method, we must be good at managing economy 
through administration and at the same time we must learn to manage economy 
with an economic method. He said: "We mist learn how to manage economy with 
an economic method. And since we do not know this method, we must learn it 
from those who have acquired this method and from advanced methods of other 
countries.” (ibid, p 140) Whether the CP committee of an economic depart- 
ment is good at carrying out its leadership must be judged from such aspects 
as whether this department has introduced an advanced management method, the 
results of its technical reform, improvement in labor productivity, growth in 
profit, and increases in the income of individual laborers and improvement in 
collective welfare. 


7. With regard to democracy and the legal system, it is necessary to develop 
socialist democracy, perfect socialist legal system, and display the role 

of the legal system in economic management. He said: "Without a doubt, 
democracy will develop following the development of socialism. But in de- 
veloping socialist democracy, we do not mean that we do not have to exercise 
the dictatorship of the proletariat against those who are hostile to social- 
ism." (ibid, pp 154-155) In order to promote the modernization program, all 
enterprises must introduce democratic management, and in order to guarantee 
the people's democracy, we must strnegthen the legal system. The relationship 
between the state and enterprises among enterprises and between enterprises 
and individuals must be defined according to the legal system and a number of 
contradictiors among them have to be resolved legally. (ibid, pp 136-137) 


8. In the relationship between speed and efficiency, it is necessary to over- 
come the tendency of blindly seeking high speed and to put the work of improv- 
ing economic efficiency in the first place, and under this premise, we mst 
spare no effort to quicken the development of economy. Comrade Deng Xiaoping 
said: "Ours is a big country with a huge population and therefore we cannot 
but build certain backbone industries. But the pace of the building of such 
industries cannot be too fast and this work cannot be carried out hastily." 
(ibid, p 361) He stressed the importance of overcoming waste, improving labor 
productivity and work efficiency, and increasing the profit rate. He also 


said: "C -r economy will not be able to develop too fast in this decade be- 
cause we ove too many problems left over from the past and there are various 
disprope: ons." "We hoped that our economy will be able to develop more 


quickly in the next decace, that is, in the last decade of this century. 
(ibid, p 362) 





9. With regard to economic structure, all economic departments must be able to 
develop harmoniously. Comrade Deng Xiaoping said that in the past 10 years, we 
failed to get rid of serious economic disproportion. (ibid, p 147) And this 
situation was closely related to the defects of our economic mechanism. The 
current restructuring of the economic mechanism will provide favorable condi- 
tions for the emergence of proportionate development of various economic de- 
partments. He pointed out that in addition to arranging a proportionate 
relationship between agriculture and industry, between agriculture, forestry, 
animal husbandry, sideline production, and fisheries, between light and heavy 
industries and between coal, electricity, oil, communications, and cther 
industries and between the “bone"™ and the "flesh," it is also necessary to 

make arrangements so that the economy will also be able to develop proportion- 
ately with the development of such undertakings as education, science, culture, 
and health. And when conditions permit, it is imperative to "increase the 
expenses for education, science, culture, and health in a big way." (ibid, 

p 214) 


10. With regard to the relations with foreign countries, we must, under the 
premise of self-reliance, persist in carrying out an open-door policy. We 
must base ourselves on independence and self-reliance. "We are resolute in 
implementing the open-door policy and in actively expanding our exchange with 
foreign countries on the basis of equality and mutual benefit. But at the 
same time, we must be clear-headed and resolutely oppose the corruption of 
decadent ideology from other countries, and there should be no way for the 
bourgeoisie to become rampant in our country." (ibid, p 372) He suggested 
cracking down on criminal activities in the economic sector because he con- 
sidered this move to be one of the most important guarantecs for persisting 
on the socialist road and realizing the grand cause of modernization. 


ll. With regard to the relationship between production and consumption, 

it is necessary to gradually improve people's life on the basis of developing 
production. Comrade Deng Xiaoping said that Lin Biao and the "gang of four" 
advocated the so-called poor socialism, poor transition, and poor revolution 
and that we resolutely opposed these fallacies. But we also opposed the view 
of turning China into a welfare country now because this view is impractical. 
We can only gradually improve people's standard of living on the basis of 
developing production. (ibid, p 221-222) He pointed out: "We must really 
understand the meaning of arduously carrying out pioneering work. (ibid, 

p 223) We can only strive to turn the country into a relatively rich level 
by the end of this century and on this basis we will continue to make progress 
to reach a higher level. 


\2. While we are stepping up the building of material civilization, it is 
ilso necessary to strengthen the building of spiritual civilization. Comrade 
Deng Xiaoping said: "The socialist country we are building must not only 
have a high levei of material civilization but also high spiritual civiliza- 
tion. Spiritual civilization not only refers to education, science, and 
culture but also to communist ideology, ideals, belief, morality, discipline, 
revolutionary stand and principle, and comradely relationships among men.” 
(ibid, p 326) High spiritual civilization represents the conditions for the 
building of the socialist economic mechanism with Chinese features. It is 





also a guarantee for normal operation and healthy development of this economic 
mechanisn. 


Of course, the socialist economic mechanism with Chinese features has other 
characteristics. It is no doubt a very arduous task to build such an economic 
mechanism. Therefore Comrade Deng Xiaoping warned us that the restructuring 
of the economic mechanism is a very arduous and complicated task, and in the 
process of carrying out this work, we will unexpectedly and consequently 

face many new situations and new problems that are strange to us. The key to 
completing this task is to combine Marxist universal truth with the specific 
conditions of China. He also stressed the importance of emancipating thinking 
and seeking truth from facts. “To emancipate thinking means to enable our 
thinking to accord with vteality, and subjectively with objectivity, and it 
means to seek truth from facts." (ibid, p 323) To emancipate thinking means 
to study new situations and resolve rew problems by relying on the basic prin- 
ciple of Marxism-Leninism-Mao Zedong Thought. We will conscientiously study 
"Selected Works of Deng Xiaoping" aad resolutely fulfill the great task of 
restructuring the economic mechanism in a planned way. 


CSO: 4006/089 





GENERAL 


IMPROVED INDUSTRIAL SAFETY RECORD NOTED 
0W220040 Beijing XINHUA in English 1644 GMT 21 Oct 83 


[Text] Beijing, 21 Oct (XINHUA)--Industrial deaths in China have dropped 
8.3 percent annually in the past 4 years. 


An official of the All-China Federation of Trade Unions said today that 
safety regulations and rules have been worked out and working conditions 
improved. 


The state earmarks special funds every year to replace outdated, poor 
facilities to better ensure safe production. The government allocated more 
than 700 million yuan between i979 and 1983 for just the coal industry for 
|,100 projects including ventilation, gas control and drainage installations. 


The Ministry of Labor and Personnel said that the Chinese Government 
appropriated 7/0 million yuan this year and last for research on 600 technical 7 
items to protect coal miners from dust and poisonous gas. 


The government decided recently to appropriate three billion yuan over a 
/-year period for improving working conditions in coal mines. 


there are now 28 labor protection institutions and research units in the 
country. More than 500 enterprises now manufacture labor protection equipment. 


China's trade unions in enterprises inspect industrial safety, the official 
of the All-China Federation of Trade Unions said. More than 29,000 grass- 

roots trade unions established labor protection committees between 1980 and 
1982 with a million worker activists. 


Since 1980, the federation has compiled and published 1.6 million copies of 
labor protection books. More than 1.2 million workers were trained in labor 
protection courses between 1980 and 1981. 


Located in Jiangsu Province, east China, the Dongzhuang coal mines with nore 
than 4,000 workers reports no deaths or serious injuries from March 1980 to 
March of this year. The Shigejie coal mine in Shanxi Province has no 
fatalities in the past 2 vears, thanks to scientific management and 
mechanized operations. 


CSO: 4020/023 





HONG KONG ECONOMIC TRENDS 


CURRENT ATTITUDES OF FOREIGN INVESTORS EXAMINED 
HK230323 Hong Kcng SOUTH CHINA MORNING POST in English 23 Oct 83 p 7 


[Article by Louise do Rosario: "Foreign Investors Wait for Typhoon to 
Pass--First in an Occasional Series on Foreign Investment as Hong Kong 
Approaches 1997" ] 

[Text] Two statements summarize the attitude most foreign businessmen have 
about their investments in Hong Mong amid the present crisis of confidence. 
“I know of no American operation that has left or is planning to leave 
because of the present uncertainties,” said Mr Burton Levin, American 
Consul-General in Hong Kong in a speech recently. The U.S. is the leading 
foreign investor, with an estimated investment of U.S.$3 billion at end-1981 
from over 800 active firms employing 50,000 people in Hong Kong. 

"We are not leaving but we don't think now is a good time to proceed with 
our major plans,” says Mr Masakazu Shimizu, president of Universal Optical 
Industries Ltd, the 750-worker strong Hong Kong subsidiary of Yashica estab- 
lished in 1968 to produce Yashica cameras for export worldwide. 


Most foreign investors interviewed have the same feelings as Mr Levin and 
Mr Shimizu: while they are basically optimistic about Hong Kong's future, 
they are reluctant to consider major new investments until a clearer picture 
f the territory's future emerges from the current sino-British negotiations. 


As the chief of a leading Japanese firm which has been here for over 10 years 


puts it: “Now is the No 10 typhoon signal; we are waiting for the typhoon 
to pass. 
Hong Kong has been hit by a political typhoon; but foreign businessmen 


should have less to worry about in Hong Kong's future than their local 
counterparts, many of whom were refugees from China who still harbour vivid 


memories of unpleasant past experiences. 


With China's current open door policy towards international trade, it is 


most unlikely that foreign companies will be nationalised or given unreasonable 
treatment. 
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ther issues that concern the 98 percent of the Hong Kong poyulation that 
is Chinese, like freedom to travcl and to choose one’s occupation, are 
irrelevant to foreign nationals whose permanent homes are not in Hong Kong. 


Furthermore, Chinese leaders have also on different occasions assurec foreign 
investors that they will be able to continue their business activities 
unhindered after 1997. The latest such assurance was given by Mr H. Yaobang, 
general secretary of the Chinese Communist Party, to visiting Japanese in 
Peking at end-September. 


Chinese leaders receiving a U.S. official delegation at end-March this rear 
also conveyed the same message. Among other aspects of the U.S.-China trade 
mentioned in their report to the House of Representatives, the U.S. officials 
iid: "“...the delegation is convinced that if China's relations with the 
estern nations, and particularly the United States, are permitted to continue 
to develop in an orderly manner with adherence to past agreements and mutual 
respect, Western investment will be protected and the $3 billion United 
tates investment in Hong Kong will be secure.” 


servers, however, note that foreign investors, though with less to fear 
than the local people over a change of administration, are adopting 4 wait- 
ind-see attitude and most are not investing more than is immediately neces- 
sary except in operations that promise a quick return. 


In terms of direct equity investment in the manufacturing sector, there 
has been very little going on in Hong Kong recently,” says Mr Marcel 
Toussaint, regional general manager of Business International, a consultancy 
firm. Shile the prolonged recession has been blamed for the slowdown in 


investment in the previous 2 years, the 1997 issue is now the major cause. 


“How can you invest if you don't know what's going tc happen in the future 
Mr Toussaint »veiieves that new foreign firms which have come in the last 
few months are mostly in services, which involve less investment in fixed 
issets than manufacturing. 


the first :uarter this year, 65 foreign-owned companies were set up and 
losed dow, leaving a cumulative total of 1,740 in Hong Kong. During 
the same period last vear, 41 new foreign-owned firms were set up. 


ial figures for foreign investment so far this year will not be available 
til later; but one strong indicator of the slowdown in investment, [fron 
th local and foreign sources, is the decrease in imports of capital 


machinery despite the current recovery. 
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y dropped by around 9 percent. 


uch hesitancy in investment to upgrade productivity is sure to handicayz 
Hong Kong in its race with rival Asian countries in securing overseas markets. 


.race sources note that the maior industrial investment in recent month: 


mes irom ..>5>. @iectronics anu computer irms in search of a iow st 


manufacturing base in Asia. 


ror example, Atari is planning to double the size of its /5, sare foot 
Piant in Hong Kong soon. with the current boom in Omputer procucts, this 


kind | investment oromises a return within « few vears. 


. 14m, principal trade officer of the Industry Department, als reveaied j 
in a recent interview that of the 48 new foreign projects that ma, start 
their operation in Hong Kong within the next 18 months, WO percent are 
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The managing director of a U.S. textile firm established in 1965 says that, 
if his firm were to choose again today, it would still make Hong Kong its 
regional headquarters. 


The Hony Kony factory now employs over 600 workers and had a registered 
capital of HK$56.4 million in 1978, many times its starting capital of 
HKS1 million. 


Mitsubishi Corporation is also confident of Hong Kong's future. Managing 
Director Kazuo Ishikawa says: "Whatever io going to happen in Hong Kong, 
it'll still be the ccnter of Far East trade; Tokyo is too far north and 

Singapore is too far south.” The Mitsubishi group has nine subsidiaries and 
other joint-ventures in Hong Kong, employing in total about 2,000 people. 


A few foreign firms even see the current crisis as helping them. "With the 
drop in the Hong Kong dollar, we find it easier to justify our production in 


Hong Kong which had become increasingly expensive, to a level alrost comparable 


with that of Furope," says the chief of a leading foreign-owned garment firm. 


"The production cost of a pair of jeans in Hong Kong was say, only U.S.$1-$2 
cheaper than that of one made in Europe; it is now U.S.$3-$4 less because of 
the weaker Hong Kong currency." 


Another Japanese businessman believes future changes in Hong Kong may bring 
more opportunities to newcomers. "If British firms, which traditionally 
have dominated the scene here, reduce their activities in Hong Kong because 
of political changes, Japanese firms like us may be able to play a more 
active role than before." 


For existing foreign-owned factories which have been here for a decade, 
moving out of Hong Kong completely will be one of the last options. 


As an American businessman points out, as long as the basic infrastructure 
of Hong Kong remains unchanged, manufacturing activities can continue 
regardless of who rules Hong Kong. 


He believes Hong Kong can continue to be a popular manufacturing base as 
long as few countries in the region can compete with it. 


Yor financial institutions and companies which use Hong Kong as their 
regional headquarters, it is u different story. 


The shifting of these offices can be done swiftly without entailing as much 
of a loss as with a factory fully equipped with expensive machinery and 
other fixed assets. 


The nature of these businesses requires a high degree of freedom in the flow 
of money, information and people--something which communist China has always 
frowned upon. Any changes in Hong Kong's present free-wheeling system may 
induce the regional manager to rethink the choice of his headquarters. 
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In this aspect, Singapore stands out as a strong rival of Hong Kong and as 
Marcel Toussaint of Business International »voints out, the “drain” of foreign 
headquarters to Singapore started as early as 8 years ago and is likely to 
accelerate in the future. 


One important and irreplaceable role Hong Kong will continue to play for 
a long time regardless of 1997 1s as the gateway to China. 


Many foreign firms in Hong Kong, American and Japanese ones in particular, 
are involved in one way or another in China trade. For instance, over half 
of the Japanese firms have business links with China, according to a spokes- 
man of the Japan Trade Center. In fact, one common theory expounded 
recently among some foreign businessmen is that, if the worst comes to the 
worst, their Hong Kong operations can simply be regarded as another in China 
for them, 


Direct Overseas Participation in Hong Kong 
Manufacturing Industries by Source at_31 December 1982 





Direct Overseas 











Investment Number of 

Source (HK$ million) i's tablishments 
U.S.A. 3,526.6 (46.6 percent) 119 
Japan 2,278.1 (30.1 percent) 125 
United Kingdom 448.5 (5.9 percent) 49 
Switzerland 200.8 (2.7 percent) 23 
Netherlands 189.9 (2.5 percent) 8 
benmark 160.6 (2.1 percent) 4 
Australia 155.9 (2.1 percent) 22 
Singapore 124.2 (1.6 percent) 17 
Taiwan 96.1 (1.3 percent) 24 
France 75.5 (1.0 percent) 5 
Philippines 50.6 (0.5 percent) 5 
Federal Republic of Germany 43.5 (0.6 percent) 25 
Thalland 39.1 (0.5 percent) 13 
Others 170.3 (2.3 percent) _47 

Total: 7,562.7 (100 percent) 486 


Note: (1) The actual total number of establishments is 438. The discrepancy 
reflects the fact that some companies are joint ventures involving more than 
one overseas interest, 


(2) ‘The figures exclude 50 companies which were known to have overseas 
interests but the particulare of which were not available. 
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Type of Industry 


Direct Overseas Participation in Hong Kong Manufacturing 
Industries by Industry as of 31 December 1982 








Electronics 


Textiles and garments 


Building and construction 
materials 


Chemical products 
Electrical products 
Food and beverage 
Watches/Clocks and 


acce 
Metal 


Printing & publishing 


ssories 
products 


Non-electrical machinery 


Transport equipment 


Toys 
Others 


Note: 


CSO; 


Total: 


Investment 
(HK$ Million) 


Direct Overseas 





876.3 


790.4 
483.9 
477.8 
386.7 


384 .4 
250.2 
184.6 
183.7 
154.5 
125.1 
503.1 


2,762.0 (36.5 


(11.6 


(10.5 
(6.4 
(6.3 
(5.1 


(5.1 
(3.3 
(2.4 
(2.4 
(2.0 
(1.7 


pet) 
pet) 


pet) 
pet) 
pet) 
pet) 


pet) 
pet) 
pet) 
pet) 
pet) 
pet) 


(6.7 pet) 


No. of 


Establish- 


ments 


No. of 
Enployees 











7,562.7 (100 pct) 


64 
95 


13 
23 
32 
19 


41 
~ 
ll 
20 
4 
13 
3 


438 


These figures exclude 50 companies which were known to have overseas 
interests but the particulars of which were not available. 
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HONG KONG ECONOMIC TRENDS 


HONG KONG EXPORTS INCREASE BY 29 PERCENT 


HK240526 Hons, Kong SOUTH CHINA MORNING POST in English 24 Oct 83 BUSINESS 
NEWS p 1 


{Article by BUSINESS NEWS Editor Dende Montilla] 


[Excerpts] lomestic export growth in the third quarter surged by 29 percent, 
indicating that trade for the whole year could out-perform predictions. 


Provisional figures to be released next month show that exports to almost 
all major markets improved significantly. 


If the trend persists, the year's trade could possibly be stronger than 
even the revised forecasts of the financial secretary, Sir John Bremridge. 


At his mid-year review of the economy last month, Sir John had revised 
upwards his forecast of domestic export growth this year from 7 to 10 percent 
in real terms. 


The provisional quarterly figures are in norminal dollar terms. 


However, the 29 percent increase in value to $29.72 billion is definitely 
encouraging, particularly as exports to at least seven of our major markets 
have soared. 


Putting the trade in better perspective, overseas sales of Hong Kong~made 
goods for the first 9 months of the year amounted to $72.88 billion, 
20 petcent more than the same period last year. 


It is likely that the upswing will be maintained during the fourth quarter, 
said the vice-chairman and chief executive of Dodwell International, 
Mr Nelson Sousa. 


The third quarter upswing was led by exports to the United States, which 
shot up in value by a staggering 49 percent to $12.96 billion. As Sir John 
had explained in his mid-term review, the pick-up in the U.S. economy was 
stronger than expected. 
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As it is, the robust American trade is forcing airlines to put on extra 
flights. Flying Tigers is reported to be adding three flights a week and 
Pan Am has recently introduced an all-cargo flight. 


In the view of the executive of a buying house for American department 
Stores: “Hong Kong will have a very good year. Buyers are all over town 
placing orders for garments and hard goods." 


Sales by his own company for the half year exceeded those for the whole of 
last year. 


There is no question about the strength of the American trade but exports 
to Europe, previously slow, are now picking up significantly. 


During the third quarter, domestic exports to Britain jumped by 32 percent 
to $2.59 billion. 


The trade with West Germany, which consistently dropped last year, has 
now turned a corner. It rose by 21 percent to $2.38 billion. 


A buyer for the Scandinavian firm Horwitz, Mr Mats Lindberg, reported hefty 
increases in his purchases. He is placing $80 million worth of orders for 
men's underwear alone, or half a million dozens. 


Horwitz, which supplies 1,500 retail outlets in Scandinavia, expects to 
further increase its purchases next year by at least 19 percent. 


China, Hong Kong's most important source of imports, has become a major 
market for exports. During the quarter, its purchases from Hong Kong rose 
by 77 percent to $1.66 billion. 

Exports to Canada climbed by 47 percent to $1.13 billion while those to 
Japan went up 12 percent to $1.1 biilion, Singapore 17 percent to $580 
million. 


The only major market which did not show growth was Australia. 


CSO: 4020/024 
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HONG KONG ECONOMIC TRENDS 


CONSUMER PRICE INDEX RISES IN SEPTEMBER 
HK250050 Hong Kong HONG KONG STANDARD in English 25 Oct 83 p 3 


[Text] The consumer price index for the month of September was 2.1 percent 
higher than that of the previous month, the Census and Statistics Department 
reported yesterday. 


Index A was 146 points whereas Index B was 145. 


During September, food prices, especially those of fresh vegetables and 
pork, were higher. 


Charges for meals in restaurants and prices of electrical durables also went 
up. 


The CPI (A) and CPI (B) are based on the expenditure patterns of 50 percent 
and 30 percent, respectively, of urban households in Hong Kong, which were 
derived from the 1979/80 household expenditure survey. 


The CPI (A) referred to households spending between $1,000 and $3,499 a 
month and the CPI (B) to households spending between #3,500 and $6,499 a 
month at a time. 


Rise 


Compared with August, the index for foodstuffs increased by seven points 
in CPI (A) and by six points in CPI (B). 


The average retail price of fresh vegetables rose due to inadequate supply 
caused by adverse weather conditions brought about by Typhoon Ellen. 


The average retail price of live poultry went up as a result of heavy demand 
during the Mid-Autumn Festival. 


On the other hand, the average retail price of salt-water fish decreased. 
The index for fuel and light increased by three points in CPI (A) and by 


four points in CPI (B) due to higher fuel cost adjustments in electricity 
and Towngas charges. 
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Higher prices of cigarettes caused the index for alcoholic drinks and 
tobacco (for home consumption) to increase by one point in both CPI (A) 
and CPI (B). 


The index for transport and vehicles increased by two points in both CPI (A) 


and CPI (B) due to higher school bus fares and higher prices of motov 
vehicles as well as the full impact of rises in petrol prices. 


CSO: 4020/024 
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HONG KONG ECONOMIC TRENDS 


FOREIGN TRADE, INVESTMENT IN HONG KONC RISE 
HK286304 Beijing RENMIN RIBAO in Chinese 26 Oct 83 p 4 


("Special Dispatch from Hong Kong on 24 October": “Volumes of Import and Ex- 
port Trade and of Foreign Investment in Hong Kong Increase Markedly"] 


[Text] Volumes of foreign investment and import and export trade in Hong Kong 
have increased markedly. 


In 1982, foreign investment in Hong Kong reached HXD7.56 billion, an increase 
of 8 percent over 1981. This year foreign capital has continued to pour into 
Hong Kong and the trend of increase is continuing. Many countries have set 

up additional branch offices or regional head offices in Hong Kong as 

bridges for developing their transactions with China. According to a report 
by the Hong Kong authorities, the United States, Japan, and some European 
countries are extremely confident about the future of Hong Kong's economic de- 
velopment. 





From January to August, Hong Kong's volume of trade of commodities rose by 16 
percent. The garment and electronic industries have already received enough 
orders for 5 months of production, but last year, when the world economic re- 
cession reached its bottom, the orders in their hands were only enough for 2 
months of production. In the first 8 months of this year, Hong Kong's exports 
to the United States rose by 31 percent over the same period of last year, 
while exports to the Chinese mainland and Canada rose respectively by 47 and 
39 percent. 


The above-mentioned information is given by the recently published journal HONG 
KONG TRADE FAIR 1983 published by “Hong Kong Trade Pair." The industry week 


exhibition sponsored by the Hong Kong Trade Fair opened in Hong Kong today. 
In this exhibition, more than 100 traders from more than 20 countries, includ- 


ing China, the United States, and Britain, displayed various kinds of advanced 
industrial equipment. 


CSO: 4006/090 
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HONG KONG FCONOMIC TRENDS 


ECONOMIST OPTIMISTIC ON HONG KONG ECONOMY 
HK271135 Beijing ZHONGGUO XINWEN SHE in Chinese 0305 GMT 26 Oct §&) 
[Report by Shi Siwei [4258 0934 4850] 


[Text] Shanghai, 26 Oct (ZHONGGUO XINWEN SHE)--The research paper entitled 
"The Trade Between Hong Kong and the Mainland,” delivered by Liao Zhirou, 
deputy head of the Department of Commercial Economics of Jinan University's 
Economics College, at the annual academic meeting of the Society of Inter- 
national Trade, a meeting held in Shanghai in the past few days, attracted 

the attention of all participants. The paper recounted the development of the 
trade between Hong Kong and the mainland, analyzed the problems now existing 
in the trade between the two parties, and put forth measures to solve then. 
During the annual m ting, this reporter visited the writer of the research 
paper and asked him to talk about the prospect for Hong Kong economic de- 


velopment. 
Hong Kong Is the Most Ideal Place for Making an Investment 


Associate Professor Liao Zhirou said: "In my estimation, there will be rela- 
tively big advances in the trade between Hong Kong and the mainland in the next 
few years. This is because, on the question of Hong Kong's future, our govern- 
ment has made known her position on many occasions: We will assume the exer- 
cise of sovereignty over Hong Kong and maintain its stability and prosperity. 
As far as the majority of people with breadth of vision in the industrial and 
cowumercial circles in Hong Kong are concerned, this stand of our government 
undoubtedly has a calming effect. Although there has emerged an outflow of 
capita]. and qualified personnel at the present time, the inflow of capital and 
qualified personnel is more significant than the outflow. Compared with the 
corresponding period last year, there were increases in investment activities 
and in the activities of those starting to do business in the first half of 
this year. What entrepreneurs are most concerned about is profits and Hong 
Kong is the most ideal place for them to make an investment.” 


Liao Zhirou's Six Bases for His Proposition 


1. Hong Kong enjoys the support of the Chinese mainiand and in the 30-odd 
years since World War II, Hong Kong haz been relatively stable. 
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2. Hong Kong is developed in communications and quick in processing informa- 
tion. At present Hong Kong has established trade relations with more than 160 
countries and regions. It is one of the world’s four largest container ports. 
There are more than 30 international airlines doing business in Kai Tak Air- 
port, which is equipped with modern transport facilities and has a great 
handling capacity. Hong Kong and the mainland are linked by land communica- 
tions. Hong Kong is also developed in telecommunications. Cable and Wireless 
Hong Kong Ltd., which controls Hong Kong's information system, can put one 
through to any port in the world within a few minutes. 


3. Hong Kong is a free trade zone without any protectionist measures. Tnis 
is conducive to commodity circulation and economic prosperity. It practices 
a free policy on foreign exchange. If one applies to running a factory in 
Hong Kong with hiw own investment funds, one need not go through any complex 
formalities. 


4. In Hong Kong, the light and textile industries predominate, with heavy 
industry being significant. In Hong Kong, the number of small and medium 
sized factories is big and that of large-sized factories is meager. If some 
one invests in light or textile industrial enterprises, it will take only 
several years for him to recovn his capital outlay plus interests, from the 
investment procedure to erecting factory buildings, production, and marketing. 
By 1997 he can make at least two more rounds of investment endeavors. So, he 
will not lose his capital if he makes an investment now. 


5. China is now practicing a policy of opening up to the outside world and 
so many Western entrepreneurs want to take Hong Kong as the base for their 
further advance to the Chinese mainland. The branches or offices set up in 
Hong Kong by the various banking groups in the world number more than 1,000. 
Hong Kong is one of the world’s three largest financial centers and one of 
the four largest gold markets, and Hong Kong's stock exchange is second to 
none in the Far East. All this contributes to the prosperity of the Hong 
Kong economy. 


6. Historically, when the mainland was liberated in 1949, many capitalists 

in Hong Kong sold their real estate and factories and took their capital away 
with them. However, some farsighted entrepreneurs bought a great quantity of 
real estate and factories. It happened later that the latter amassed great 
fortunes and the former were unlucky. This lesson remains fresh in the 
memory of Hong Kong entrepreneurs. If you take your capital out of Hong Kong, 
other people will squeeze in with their capital. Clever people will on no 
account commit folly. 


Close Trade Relations Between Hong Kong and the Mainland 


Liao Zhirou said: The trade relations between Hong Kong and the mainland are 
very close. This is because Hong Kong is China's territory with 98 percent 

of its residents being Chinese. At present, the proportion constituted by 

the total value of the trade between the two parties ranks second in the total 
value of Hong Kong's foreign trade. The mainland‘’s trade with Hong Kong is 

of a foreign trade nature on the one hand and shoulders the task for the 
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motherland to show loving care for the compatriots in Hong Kong and Macao on 
the other. In the early 1970's, when a worldwide energy crisis broke out, 
in order to meet the needs of people in Hong Kong, the Chinese mainland 
drastically increased its petroleum supply to Hong Kong from 3,300 tons in 
1973 to 1.48 million tons in 1978. When Hong Kong felt a strain on its 

rice supply in 1978, the mainland immediately increased its rice supply to 
Hong Kong, so that it constituted 50 percent of Hong Kong's imported rice. 


Liao Zhirou very much concurred with the view of Xie Tiandong, senior lecturer 
at Hong Kong's Chinese University. Xie Tiandong said: "The importance of the 
mazinland’s goods to dong Kong is manifested not only in quanrity but also in 
prices. This is because the prices of the mainland goods shipped to Hong 

Kong are, generally speaking, lower than the level of international prices 

for products of the same category. If Hong Kong did not import food from the 
mainland but got its supply from other markets and if people in Hong Kong 
wanted to maintain the same living standards, they would have to pay an ad- 
ditional 15 percent for their living expenses.” Liao Zhirou maintained: 
Enveloped by the shadow of the Western economic recession, the Hong Kong 
economy can still maintain a growth rate of 10.4 percent at present. It must 
be said that this is not unconnected with the mainland's trade with Hong Kong. 


Associate Professor Liao Zhirou is the first graduate student of the China 
People's University's Department of Foreign Trade, which was the precedessor 
of the Beijing Foreign Trade College. He studied once in Moscow Economics 
College in the Soviet Union. After the reopening of Jinan University, he 
came to teach in the university. In recent years, he has devoted his energy 
and efforts to studying the Kong Kong and Macao economies. Excitedly he told 
this reporter that the Institute of the Hong Kong and Macao and Special Zone 
Economies had been formally set up in Jinan University. The proportion of 
students from Hong Kong and Macao in the total number of students recruited 
this year at Jinan University was the largest. 
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HONG KONC ECONOMIC TRENDS 


"BRIGHT, PROSPEROUS’ YUTURE--The Japanese business community is convinced 

Hong Kong has a bright and prosperous future, and it is keen to stay in the 
forefront of the action. Confidence in the outcome of the Beijing negotiations 
on our future was expressed yesterday by the chair.san of [words indistinct], 
Hong Kong Japanese Chamber of Commerce and Industry, Mr Kazuo Ishikawa. 

Mr Ishikawa, who is also president of the Mitsubishi Corp (Hong Kong) Ltd, was 
speaking at a joint meeting of members of the Japan, Taiwan and Korea area com 
mittee of the Hong Kong General Chamber of Commerce and of the Japan [word 
indistinct]. He expressed confidence that the Chinese and British govern- 
ments will reach a mutually acceptable solution that will ensure Hong Kong's 
future stability and prosperity. In light of this, he expects to see “an 

even closer" future relationship between Hong Kong and Japan in economic, 
cultural and oter fields. [Text] [HKO20112 Hong Kong SOUTH CHINA MORNING 
POST in Englizh 2 Nov 83 p 12] 
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